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1 MAYOR'S FOREWORD AND EXECUTIVE SUMMARY 

1.1 COMPOMENTA: MA YOR'S FOREWORD 

1.1.1 Vision 

Members of Impendle Council, Impendle Municipality Officials and all present, it is with great 
pleasure that I present the Annual Report on the activities of the Impendle Local Municipality for 
the financial year 1 July 2011 to 30 June 2012. 

As Impendle Local Municipality (ILM) our vision is "By the year 2017, the Impendle 
Municipality would have provided the majority of the people and households with sustainable 
access to their social and economic development needs and basic services in a fully integrated 
manner and within a safe and healthy environment." 

In 2011/2012 the municipality continued with its attempts to ensure effective infrastructure and 
financial management. Social development matters as well as economic development activities 
also took priority in order to realize our vision." However there are indicators to the effect that 
our municipality continued to struggle with the implementation of Municipal Infrastructure Grant 
projects. The primary reason for this state of affairs remains lack of sufficient human and financial 
capacity. We are not able to fund capital projects from our internal revenue since it is chronically 
limited. We are unable to collect maximum amounts owed in the form of service fees and 
Property Rates. While majority of our residents are poor and therefore, cannot afford to pay for 
full services, others simply refuse to pay. Our plan is to get advice from the Provincial and 
National government on what should be done because about 98% of our households are indigent. 

This report will outline details of both successes and challenges that continued to dog our 
municipality in the year under review. 2010/2011 marked the second consecutive year that the 
municipality obtained an unqualified report from the Auditor General albeit with areas of concern 
in our financial governance systems. It is our intention that the municipality should continue 
improving its audit outcomes and meet the target of clean audit by 2014. 

In conclusion, we can say that despite limited successes the municipality faces challenges in 
respect of service delivery backlogs pertaining to functions rendered by other spheres or arms of 
state such as water, sanitation, roads, electricity as well as free basic services. 


9 I P a g e 



1.1.2 Key Policy Developments 


Economic development and job creation is an area in which the municipality will continue to struggle for 
the foreseeable future. Despite attempts and a major drive by the previous management to attract 
investments, little or no progress was achieved. This is apart from government investments such as in 
the construction of the Maze Mill Plant built in Impendle Village. This development is part of the Small 
Town Rehabilitation Program funded by the Department of Cooperative Governance and Traditional 
affairs. The revision of the local economic development strategy of the municipality will include these 
new initiatives and a number of jobs will be created from production of raw material to the retailing of 
the final product. This opens the opportunity for the revival of cooperatives. 

1.1.3 Key Service Delivery Improvements 

While service delivery, with particular reference to the implementation of projects funded through the 
Municipal Infrastructure Grant programme did improve slightly during the year under review, huge 
service delivery backlogs remain. It is not only the pace of actual delivery but also the expenditure that 
should be accelerated. 

The completion and handover of three community centres during the year under review marked an 
important milestone in the history of service delivery in Impendle. The rehabilitation of the taxi rank was 
still not complete. The delays had been assessed and a plan put in place, however this was delayed 
further due to lack of capacity as well as inclement weather. 

The provision of Free Basic Energy started in the 2009/2010 financial year and progressed well during 
the year under review. More than a thousand families received free basic energy on a monthly basis 
during the year under review. 

Infrastructure development continues to receive exceptional attention. We are mindful of the fact 
that good infrastructure is the basis for economic growth. Special attention is paid to our roads and 
storm water infrastructure. The Municipality also benefited from the Small Town rehabilitation program 
to re-do the Village Town main road (Mafahleni Street). Despite the challenge of plant breakdown the 
municipality continued to maintain community gravel roads in the past financial year. 

We are also doing reasonably well in the area of growing the economy and thus creating job 
opportunities. We are particularly focusing on SMME development and preferential 
procurement. We are aware that SMMEs are central to growing the economy and boosting the 
campaign around job-creation. We have facilitated the establishment of more than 20 SMMEs in the 
last year. We have successfully linked these SMMEs with funding institutions. We further awarded 
most outsourced services to SMMEs to help them get established. As a result, SMMEs have 
contributed to the efforts to eradicate unemployment by creating about a number jobs 
opportunities last year alone. 


10 I P a g e 



1.1.4 Public Participation 


During the previous year the municipality focused on matters related to governance such as policies, 
public participation as well as improved audit outcomes. Until the end of their term the municipality's 
ward committees remained functional. Their functionality had been reinforced by the municipality's 
appointment of part time ward committee administrators who helped consolidate their work even 
further. 

Public participation is an institutionalised function in our Municipality. Our communities have learned 
to appreciate the elaborative process which ensures that all interested residents are afforded 
ample opportunity to make meaningful contributions to policy development and planning for 
developments in the municipal jurisdiction. 

The evolution of ward-based planning and the related establishment of ward committee system have 
elevated community participation to higher level in terms of legal provision and 
institutionalisation of the process. Impendle Local Municipality, through the Office of the Speaker, 
liaise continuously with communities through ward committee members and other stakeholder forums. 
In order to facilitate maximum participation by ward committee members, the Municipality provides 
stipends of R500.00 for each member. Ward committees are functioning pretty well in all 4 wards. 
Reports are received monthly and follow-ups made where necessary. 

Stakeholder forums with business community have also been established. Inputs are regularly 
solicited from these constituencies on a constant basis. Meetings are held as the need dictates. 
Otherwise, maximum participation takes place during annual IDP reviews and the tabling of annual 
budget. 

1.1.5 Agreements / Partnerships 

In terms of intergovernmental relations and cooperation, it can be reported that the department of 
Human Settlement saw to the completion of the Rural Housing programme which had started a few 
years earlier. One of the three projects was completed in the 2011/2012 financial year and in the same 
year the new phase of housing delivery of another 2000 units commenced. Relations with the 
Umgungundlovu District Municipality had improved substantially during the previous two years and 
remained good during the year under review. The commencement of the Novuka/Nhiabamkhosi water 
scheme would be a major milestone. The department of Cooperative Governance and Traditional Affairs 
through the Dept of Agriculture granted the municipality funding to build a Grain Processing Plant (mill) 
to be located in the Impendle Village. This was an important step towards achieving sustainable local 
economic development in Impendle. 
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1.1.6 Conclusion 


In conclusion, we can say that despite limited successes the municipality faces challenges in respect of 
service delivery backlogs pertaining to functions rendered by other spheres or arms of state such as 
water, sanitation, roads, electricity as well as free basic services. 
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COMPONTENT B: EXECUTIVE SUMMARY 


1.2 Municipal Manager's Overview 

1.2.1 Municipal Functions, Population and Environmental Overview 

Impendle Municipality is located within the uMgungundlovu District which is regarded as the heart of 
the KwaZulu Natal Midlands. Impendle is situated on the western boundary of the uMgungundlovu 
District, and shares a boundary with the KwaSani and Ingwe Local Municipalities in the Sisonke District 
Municipal area. KwaSani Municipality includes such towns as Underberg and Himeville. 

To the north is the uMngeni Local Municipality which is closely tied to the Impendle Municipality in 
terms of agriculture and potential tourism (Midlands Meander), and to the east The Msunduzi Local 
Municipality which is the capital of the province and economic hub of the District. Also to the west are 
District Management Areas of the Drakensberg that fall under the Transfrontier Development Initiative 
related to the World Heritage Site. 

Impendle is the smallest municipality in the uMgungundlovu region. Its economy is predominantly rural, 
and highly dependent on agriculture and farming. The infrastructure is relatively poor and the 
municipality has insufficient resources to address basic infrastructure problems. There are however, 
specific natural assets which may give Impendle an economic advantage if fully explored. These include 
proximity to major tourist attractions, farming of woodlots, stock as well as abundant water resources. 

Impendle comprise of four wards described as follows: 

Ward 1 

This ward is located on the Western portion of the Municipality with the western boundary of the 
Municipality falling adjacent to the Drakensberg Mountains. This ward is by far the largest ward in terms 
of geographical area and consists of scattered rural settlements which have encroached onto Nature 
areas. Small pockets of traditional areas are also located along roads and rivers. There are three 
settlements which stand out above the rest in this ward, namely: Nzinga, Stoffelton, Lower & Upper 
Makhuzeni, Mahlutshini, Thunzi, Nkangala/Glen and Lotheni 

Ward 2 

East of Ward 1 is Ward 2 which has as its western boundary the Nzinga River while the Eastern Boundary 
is the Impendle Mountain. This Ward consists of the following settlements, namely: Come and See, 
Macksam, Ukukhanya, Compensation, Mgodi, Ntshiyabantu/Shellfish, Qutshini and Nguga. 
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Ward 3 


The Western Boundary of Ward 3 runs along the Impendle Mountain while the Eastern Boundary falls 
roughly along the road from Boston to Impendle town to Howick. This ward consists of the town of 
Impendle and the following settlements: Novuka, kwaMlaba, Khetha, Ntokozweni, Lindokuhle, 
Phindangene, Smilobar, Sthunjwana, Fikesuthi & the Impendle Village. 

Ward 4 

This ward consists mainly of the farming community of Boston and the settlements of: Gomane & 
Nhlambamkhosi. 

Table 1.2.1: Population size of ILM Population Breakdown per gender, household and employment, 2007 


Total Population 

39 401 (2007) 

Male 

18518 (2007) 

Female 

20883 (2007) 

Flouseholds 

7338 (2007) 

Number of persons employed 

1725 (2001) 

Number of persons unemployed 

4948 (2001) 


Table 4.2; Age Breakdown 0-4 

3894 

5-14 

9912 

15-34 

10588 

35-64 

6960 

Over 65 

2207 

Total 

33561 (2001) 


14 I P a g e 




Population Distributions (2007) 


Population Group 

Census 

% 

Change 

1996- 

2001 

% 

population 

1996 

% 

population 

2001 

2007 

2001 

1996 

African 

38 

33 

33 

-0.31 

98.24 

99.04 


767 

248 

351 




Coloured 

106 

65 

85 

-23.53 

0.25 

0.29 

Indian 

0 

23 

22 

4.55 

0.06 

0.07 

White 

524 

233 

342 

-31.87 

1.01 

0.69 

Total Population 

39 

33 

33 

-1.12 

100 

100 


397 

569 

948 





Impendle represents just over 3.6% of the population of Umgungundlovu District Municipality (UMDM). 
The majority of people living in Impendle are black South African with very small percentages of other 
ethnic groups. Most households consist of four people, mostly living in either traditional dwellings or 
informal settlements. In terms of the Census 2007, the estimated population of Impendle is 39401, 
majority (52%) of the municipal population falls within the economically active age cohort 15-64 years. 

By far the majority are employed in Agriculture (60%) and Community Services (25%). Annual income 
per household is just under R 30,000.00, which is the lowest in the district. 

Population Breakdown per gender, household and employment 


Figure 1.2.1: Sectors contributing to iLM economy 

As is generally known, employment levels in the Municipality, as is the case in most rural municipalities 
in KwaZulu-Natal is extremely low. On average only 10% of the workforce (people between the age of 
15 and 64) was employed in the formal economy in 2001. In broad terms this suggests that 20 people 

were dependent on one salary/wage earner in the formal sector. 
The unemployed, i.e. those who were actively seeking work at the 
time, makes up 29% of the Impendle workforce. The remainder 
(the "other" category in the figure below) is made up of people not 
actively seeking work and includes students, homemakers, 
pensioners and the like. 
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Comparing employment statistics on a ward level it is evident that in those wards where substantial 
commercial farming is taking place (specifically Ward 4) the employment levels are substantially higher 
than in the others. In Ward 4 twenty percent of the workforce is employed compared to five percent in 
Ward 2. The lower employment levels in Ward 2 can probably be ascribed to the absence of both 
commercial farming and commercial/retail activity. 


Figure B7: Sectoral Employment by Ward 

Sectoral employment in the wards of Impendle reflects the dominance of the agricultural and 
government services sectors in terms of employment creation. Of the 1 522 people employed in the 
Municipality in 2001 some 33% were employed in the agricultural sector and a further 25% in the 
community, social and personal services sector (including government services). 

The vast majority of the people in the Impendle Municipality live in rural settlements. A high 
percentage of these people depend on out of municipality formal / informal employment, state grants 
or subsistence farming. 

1.2.2 Services Delivery Overview 

Figure 1.2.2: Municipal income breakdown 


6.31% 

■ Equitable Share 

■ Grants 

■ Own revenues 



Figer 1.2.2 illustrates the Municipalities dependants on grants to function due to its predominantly rural 
composition. It must be the Municipalities short to long term goal to increase substantially own 
revenues in order to increase its ability to deliver services to its communities. 
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The table below provides a summary of levels of services in Impendle, by type of service and by 
region in the last four years. It is evident that Impendle has made reasonable strides in 
addressing the backlog of services even though some regions are still lacking behind, 

Table 1.3.1; Level of civil services In Impendle 


2007 StatsSA Community Survey Data 


IMPENDLE POPULATION 

Census 2001 

CS 2007 

% CHANGE 

Population 

33569 

39401 

17.40% 

Household 

7343 

7338 

0.07% 

TYPE OF DWELLING 

Census 2001 

CS 2007 

% CHANGE 

Formal 

39.6% 

13.0% 

-26.6% 

Informal 

0.8% 

0.8% 

0.0% 

ELECTRICITY 

Census 2001 

CS 2007 

% CHANGE 

Lighting 

61.1% 

78.4% 

17.3% 

Cooking 

15.9% 

24.3% 

8.4% 

Heating 

13.4% 

11.4% 

-2.0% 

TOILET 

Census 2001 

CS 2007 

% CHANGE 

Pit latrine 

86.5% 

69.9% 

-16.6% 

Bucket Toilet System 

2.3% 

0.0% 

-2.3% 

No toilet 

2.4% 

1.4% 

-1.0% 


REFUSE DISPOSAL 

Census 2001 

CS 2007 

% CHANGE 

Removed by local authority / private 

2.5% 

2.4% 

-0.1% 
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company 




No refuse disposal 

4.5% 

23.9% 

19.4% 

WATER 

Census 2001 

CS 2007 

% CHANGE 

Piped water inside dwelling 

5.7% 

18.3% 

12.6% 

Piped water inside yard 

52.1% 

37.8% 

-14.3% 

Piped (tap) water to community stand 

18.9% 

18.5% 

-0.4% 

Total piped water 

76.7% 

74.7% 

-2.0% 


Source: Statistics South Africa 2007 


ILM together with the Department of Human settiment has has made good progress in building 
afordable housing. 1500 units have been constucted with a futher 300 being constructed at present. 
Phase 1 on an additional 2000 units is under way to rolback the baclogs for formal housing. 

In respect of electricity, ILM has made good progress. Stats SA (2007) findings indicate that the level of 
provision of access stands at more than 90% overall. The provision of electricity in Impendle is at all- 
times high - more than 90%. In addition to physical connection, ILM provides free basic electricity to 
all registered indigents (ILM, 2011) in line with the national government's directive. 

Roads infrastructure is very critical to smooth provision of services and drives economic growth. For this 
and many other reasons, ILM has invested heavily in roads infrastructure. In the last five years, ILM 
rehabilitated and or gravelled 120 km funded from very small R&M votes useing its own plant and 
equipment.Fifteen kilometers of major roads have been completed using MIG funding, external 
consultants and contractors costing more than R6 m. Despite the best efforts, backlog of road 
infrastructure is far from over. The backlog costs run into billions of rands. The Impendle Local 
Municipality has the highest rate of backlog a fact hardly surprising given its predominatly rual nature. 

1.2.3 Financial Health Overview 

Overview of Finance Department 

The Finance department provides financial support and guidance to all other directorates within the 
Municipality on financial related matters. The department is broken down into the following 
components in order to fulfil its obligations to its internal structures and communities. 
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BUDGET UNIT 


Revenue 
Customer Billing 

Sent monthly statements to rates, refuse and miscellaneous customers 
Develop a credible valuation roll 

Debt Management and customer care 

Cleared customer queries 

Wrote letters reminding arrears debtors to honor their accounts obligation 
Produced monthly age analysis reports 
Handed over defaulters to legal debt collector 
Issuing of rates clearance certificates 

Receipting and Depositing 

Produced traceable receipts for every cash received 
Deposit cash and Cheques once a week 

Motor Vehicle Licensing 

Vehicle registration 

Renewal of motor vehicle licenses 

Duplication of log books 

Issuing of special permits 

Clearing of vehicles 

Change of ownership 

Expenditure 

Payroll Management 

Paid councillors and staff salaries and benefits 

Management of creditors 

Payment of creditors 
Projects management 

VAT Reconciliation 

Monthly submission of vat 201 return to SARS 
Third party payments 
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Up to-date monthly payment and submission of pension fund returns for staff and councillors 
Up to-date monthly payment and submission of PAYE, UIF, SDL to SARS 

TREASURY UNIT 

Banking and Investments 

Compilation of monthly bank reconciliation statements 
Monthly updating of investment register 

Statistical Compliance Reporting 

Submission of Section 11 , 52(d), 71 and 72 reports 
Submission of AFS for 2011/12 financial year 
Submission of approved annual and adjusted budget 

Assets Management 

Development and maintenance of assets register 

Re-evaluation and evaluation of immovable and movable properties 

Grants Management 

Reconcile grants and improve expenditure 

Supply Chain Management Unit 

Establish fully fledged SCM unit 
Appoint bid committees 

Credit Control and Revenue Protection Section 

This section is responsible for protecting Councils revenue streams and ensuring that bad debt is 
maintained at a minimum level. In order to accomplish this challenging task, this section is responsible 
for the following activities. 

Collection of all outstanding monies owing to Council; 

Disconnection and reconnection of services for non-payment; 

Concluding acknowledgement of debt agreement with consumers; 

Maintenance of the Geo Reality Debt Collection system; 

Preparing final demands and summons in favour of Council; 
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Taking legal action for the recovery of outstanding debt; and 


Regular reporting with regards to outstanding debt 
Achievements 

Employed new billing computer system for effective implementation of MPRA 

Compiled Financial Statement for 2011/12 internally 

Compiled indigents register for 2011/12 financial year 

Re Valuated assets for GRAP purposes 

Produced assets register for 2011/12 

Reconciled VAT with SARS 

Participated in public participation campaigns on budget & IDP 
Challenges 

To utilise internal auditors up to their fullest potential on issues relating to financial management of the 
Municipality 

To have regular Finance portfolio meetings 

To recover money owed by the Umgungundlovu District Municipality. 

To maximize expenditure 

1.2.4 Organisational Development Overview 

Impendle always goes an extra-mile to sustain the organisational integrity. This is done among others 
by looking after the welfare of its citizens. The strategic management of human resources is therefore 
critical in ensuring that Impendle builds a workforce that is highly productive, responsive and 
customer-oriented. During the 2010/11 financial year a human resources strategy as well as an 
implementation plan was developed. This strategy basically consists of six strategic goals and 16 
strategic objectives for the human resources management function in the municipality that are 
aligned with the strategic objectives of the municipality, as contained in the IDP. A human resources 
management model was developed to enhance the image and streamline the functioning of 
the Fluman Resources Management Sub-Directorate of the municipality. Moreover, the following 
successes have been achieved: 
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• The Employee Reward Programme was developed; it will be taken to the LLF Forum for 
ratification 

• The Individual Performance Management Systems for employees in level 4 and lower has been 
developed but not yet implemented as organised labour has requested that it be put on hold 
until the national TASK job evaluation process has been finalised 

• ILM is awaiting results from the National Job Evaluation Committee 

• There were 76 Work Study investigations reports 

Last year Impendle drafted the Workplace Skills Plan that was co-signed with organised labour for 
submission to the LGSETA. As a result of the submission the municipality received the mandate 
from the LGSETA for implementation of training programmes. 

With regard to employment equity, the municipality has made significant strides in ensuring 
representation at the different levels within the organisation. The following employment equity targets 
were set for the municipality for the 2010/11 financial year: 

• 70% of staff employed in the three highest levels of management should be Black people (i.e. 
African, Indian and Coloured) 

• 50% of staff employed in the three highest levels of management should be women 

• 2% of staff employed in different categories and levels should be people with disabilities 

• 50% of staff employed in different categories and levels should be black people (i.e. African, 
Indian and Coloured) 

Clearly, there is a need to improve on gender representation - especially at the senior level. There 
were 3 761 permanent post last year and 1452 vacancies. 

1.2.5 Auditor General's Report 

The Impendle Local Municipality has received an unqualified audit outcome from the AGSA for the 
2010/11 financial year. Flowever, the Municipality is committed to clean audit by 2014 and number of 
interventions has been put in place. 
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2 GOVERNANCE STRUCTURE 


COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE 

2.1 Political Governance 

2.1.1 The Impendle Council 

Municipalities in South Africa are governed by Municipal Councils. Impendle Council is therefore 
the governing body of the Impendle Local Municipality and the custodian of its powers, duties 
and functions, both legislative and administrative. Essentially, the Council performs a legislative 
and executive role. The Constitution of the Republic of South Africa, 1996, Chapter 7, Section 160 
(1) defines the role of the Council as being: 

a) (Making) decisions concerning the exercise of all the powers and the performance of all 
the functions of the municipality 

b) (Electing) its chairperson 

c) (Electing) an executive committee and other committees, subject to national legislation 

d) (Employing) personnel that are necessary for the effective performance of its functions 

Table 2.1.1 outlines and responsibilities, oversight and accountability of each structure. 


Table 2.1.1: The Governance Structure of Impendle 


Structure 

Responsible for 

Oversight Over 

Accountable 

to 

Council 

Approve policies and budget 

Mayor, Mayoral 

Committee and Audit Committee 

Community 

Mayor/Speaker 

Policies, budget, outcomes, 

management and oversight over 

Municipal Manager 

Municipal Manager 

Council 
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Municipal 

Manager 

Outputs and implementation 

The administration 

Mayor 

CFO & other 

HOD'S 

Outputs and implementation 

Financial management and 

operational functions 

Municipal 

Manager 


The Impendle Council is constituted by seven (7) elected Councillors; four (4) 
Councillors are ward representatives and three (3) represent their political parties on a 
proportional basis. The parties in Council are illustrated in Table 2.1.2. 


Table 2.1.2: Political Parties represented in the Council, the total, ward and PR 
seats 


Party 

Total Seats 

Ward Seats 

PR Seats 

African National Congress 

6 

4 

2 

Inkatha Freedom Party 

1 

0 

1 


b) The Mayor 


The work of the Council is coordinated by the Mayor who is elected by the Council. The Mayor 
is at the centre of the system of governance, since executive powers are vested in him/her to 
manage the day-to-day affairs of the municipality. He/she has an overarching strategic and 
political responsibility. The key element of the executive model is that executive power is 
vested in the Mayor, delegated by the Council, as well as the powers assigned by legislation. 
The Mayor is also the first citizen of the City and attends to ceremonial duties. 

The Mayor is assisted by Councillors in a Mayoral Committee (MMC). The Mayoral 
Committee consists of councillors appointed by the Mayor to serve on the Mayoral 
Committee. The Mayor together with the Mayoral Committee also oversees the work of the 
administrative arm. Each member of the Mayoral Committee has a portfolio with specific 
functions. 

Table 2.1.3 lists the name and portfolio of each MMC in Impendle. 


Table 2.1.3: Members of the Mayoral Committee, 2011/2012 


MMC 

Responsible Councillor 

Finance 

Councillor S Ndlela 

Corporate and Community Services 

Councillor D Gwala 
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Infrastructure and Planning 


Councillor Mlaba 


2.2. Administrative Governance 

a) The Municipal Manager 

The administration is headed by the Municipal Manager as the Chief Accounting Officer. 

The Municipal Manager is further responsible and accountable for the formation and 
development of an economical, effective, efficient and accountable administration as well as 
the management of the provision service in a sustainable and equitable manner within 
the municipality. The administration is made up of the following departments headed 
by Heads of Departments: Finance, Corporate and Community Services, and Infrastructure 
and Planning Services, 
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2.2.1: Organisational Structure of ILM 


Communication, 
Billboards, Secretariat, 
Administration, Legal, 
Human Resource, 
Archives, Library Services, 
Disaster management. 
Security, MPRA, Sport & 
Culture, HIV & AIDS, 
Human Rights {Youth, 
Children, Elderly, 
Disabled), 


Corporate & 
Community 


Municioal Manager 


Infrastructure & 
Planning 


Financial 

Services 


f I I L 


Operations & Maintenance, 
Project Management, 
Housing, Cleansing, Refuse 
Removal, Cemeteries, 
Mechanical, Municipal 
Planning (including 
Development Administration) 
LED, Tourism, Building 
Regulations, Fleet 
Management 


Governance, IGR, Audit, PMS 
IDP, ICT 


Billing, Debt, Receipting, 
Accounts Enquiries 
Management, Capital & 
Operating Expenditure 
Management, Conditional 
Grants & Project 
Management, Bank and 
Investments, VAT & Taxation, 
Assets and Stores 
Management, Budget and 
Treasury, Supply Chain 
Management Motor 
Licensing. 


26 I P a g e 








COMPONENT B: INTERGOVERNMENTAL RELATIONS 


2 .2 Intergovernmental Relations 


The Inter-governmental Relations Framework Act, (Act No 13 of 2005), requires all spheres of government to 
coordinate, communicate, align and integrate service delivery effectively, to ensure access to services. In this 
regard the Municipality complies with the provisions of the Act. 

ILM furthermore participates in the Provincial and District MIG forum. These forums provide a platform for 
engagement on the approval of projects and for coordination and monitoring of expenditure on former MIG- 
funded projects. 

The District has adopted a Cluster Model wherein different clusters are chaired by the Municipal Managers of the 
Local Municipalities and the Municipal Manager of the District. Impendle Municipal Manager chaired the IT 
Cluster. 

The Municipality also has entered into shared services with the District on the following functions: Internal Audit, 
Development and Planning Services and Geographic Information System (GIS) 

The ILM also participates in the Provincial Housing Coordinating forum where parties look into the Human 
Settlement Grant funded projects, based on the allocation granted for the province. 

COMPONENT C: PUBLIC PARTICIPATION AND ACCOUNTABILITY 

2.3 IDP Participation and Alignment 

The 2011-2012 IDP as the beginning of the Third Generation of the IDPs, Impendle Municipality IDP process had 
once again went through the exercise of public participation and the community needs and concerns were 
recorded 

The Municipal Systems Act (as amended) has prompted changes in the way in which the Council plans for the 
future of the municipality. It also provides greater scope for communities to make their own choices about what 
the Council does and how. 
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This legislation requires the Impendle Council to undertake an exercise, at least once in every five years, to 
identify community development priorities. These development priorities are determined with active 
participation by affected communities. These priorities form the basis for the long-term integrated development 
plan. 

Since the first term of Council in 2000-2005, the Impendle Local Council has been consulting with members of 
the community, local business community and community organisation to determine the priorities of the 
people of Impendle. Along with the development priorities for the second term of the Council (2006-2011), 
these priorities were formulated based on the information gathered on social dynamics, service provision 
and people's perception of the Municipality's strengths, weaknesses, opportunities, and threats. 

COMPONENT D: CORPORATE GOVERNANCE 

2.4 Risk Management 

Impendle regards risk management as an important function that contributes to the achievement of the 
municipality's objective and provides assurance that key risks are being identified and assessed; and effective 
controls are put in place to mitigate risks. To this end, Impendle has adopted a Risk Management Strategy as 
a tool to assist the municipality to proactively identify any uncertainties that could prevent it from achieving 
its objectives or that could impact negatively on the desired level of service delivery. The Risk Management 
Strategy is supported by the Risk Management Policy, the document that set the stance of the municipality with 
regards to risk management. 

To build capacity around risk management, the Municipality had requested the services of the Personnel 
from the National Treasury to assist the Municipality to deal with issues of risk management in compliance 
with the provisions of the MFMA. 

2.5 Internal Audit 

The municipality has entered into a shared services agreement with the District on Internal Audit Unit (lAU) to 
comply with the provisions of the Municipal Finance Management Act (MFMA). The unit provides 
independent and objective internal audit services that are designed to add value and improve the Municipality's 
operations. The unit also provides administrative and secretariat support services to the Municipality's Audit 
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Committee. The unit operates in terms of the internal audit charter that has been approved by the 
Municipality's Audit Committee. To this end, the unit has assisted the municipality to put internal controls in 
some areas through its recommendations made to management. 

2.6 Audit Committee 

In line with section 166 of MFMA, the municipality has established its own Audit Committee. This committee is 
shared by the municipality. The committee comprised of three (3) members. 

All three (3) members of the Committee are independent with no interest in the management of the Municipality. 

For the financial year under review, the Committee held its meetings as follows; 

Table 2.7.1: Internal Audit Committee Meetings, 2011 


No. 

Type of meeting 

Date held 

01 

Ordinary Audit Committee Meeting 

25 March 2011 

02 

Ordinary Audit Committee Meeting 

09 May 2011 


The Committee operates in terms of the Audit Committee Charter that has been approved by Council. 


2.7 ANNUAL REPORT OF THE AUDIT COMMITTEE FOR THE PERIOD 01 JULY 2011 
TO 30 JUNE 2012 

The Audit Committee of the Municipality has pleasure in submitting its report. This report is submitted in terms of 
the provisions of sections 121(3) (j), 166(2) (b) and 166(2) (c) of the Municipal Finance Management Act of 2003 
("the MFMA") and covers the financial period from 1 July 2011 to 30 June 2012. 

The report records the outcome of the work done by the Audit Committee. The committee from time to time made 
recommendations as preventative or corrective measures to the weaknesses identified by Internal Audit Unit in the 
municipality based on reports and information supplied to the Audit Committee. 


The recommendations or advice in this report have been made based on certain information at a point in time and 
supplied to the Audit Committee and are subject to change after due consideration of new information received as 
well as subsequent deliberation with the municipality. 
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Members 


The Audit Committee consist of the members listed hereunder and meets as a minimum, four times a year as per 
the approved Audit Committee Charter. The composition of the committee changed during the year under review. 


Name of Member Number of Meetings Attended 

Mr R M J Baloyi (Chairperson) (Term expired December 2011) 2 

Mrs S Rajah (Term expired December 2011) 2 

MrS D Shezi (Term expired December 2011) 2 

On the 08 February 2012 the Councii as a resuit of the expiry of the term of the previous members of the Audit Committee took a 
decision to appoint new audit committee members with effect from 08 February 2012. 

Name of Member Number of Meetings Attended 

Mr P J Mahlaba (Chairperson) (appointed 08 February 2012) 4 

Mr S Mbongwe (appointed 08 February 2012) 4 

Mrs N M Mtshaii (appointed 08 February 2012) 4 

Overview of Activities 

The Audit Committee held 6 meetings during the year on the following dates. 

26 August 2011 
07 October 2011 
12 March 2012 
15 March 2012 
17 April 2012 
25 April 2012 


Audit Committee Responsibilities 

The Audit Committee has compiled with its responsibiiities arising from section 166 of the Municipai Finance Management Act, 
Act 56 of 2003 (MFMA) and clause 14(2) (a) of the Municipal Planning and Performance Management Regulations of 2001. The 
Audit Committees' work was guided and regulated by an Audit Committee Charter, and has discharged all its responsibility as 
contained therein. 
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Internal Audit Function 


The Internal Audit Charter as adopted by the Audit Committees reguiates the work of the Internai Audit Activities. 

In terms of S165 (1) of the MFMA, each Municipality is required to have an internai audit unit. Impendie has a shared service 
model of Internal Audit which includes the uMgungundlovu District, uMngeni, Mkhambathini and Mpofana Local Municipalities. 
The internal auditors presented annual audit coverage plan which was approved by the Audit Committee on the meeting held on 
the 07 October 2011. The delay of submission of the annual audit coverage plan was due to the delays in finalising risk 
assessment exercise. 

During this financial year internal audit reports were presented to the Committee and discussed with management and at Audit 
Committee meetings. Issues that were raised were, deliberated upon and recommendations made to council including the issues 
raised by the Auditor-General. 

The Committee also noted that contracts of Senior Managers (Chief Financial Officer and Technical Services) were ending in May 
2012 and alerted both the Accounting Officer and the Worship the Mayor of the negative impact if these critical positions were 
not filled and provided advices including requesting support of the Departments of Cooperative Governance and Traditional 
Affairs and Provincial Treasury. 

Risk Management 

Risk assessment was conducted with the assistance from KwaZulu-Natal Provincial Treasury which then informed the 
annual audit coverage plan for 2011/12 financial year. Risk assessment report was tabled before the Audit 
Committee and noted. No Progress reports on risk management were submitted to the Audit Committee. 
Notwithstanding the above certain risks identified were considered in the preparation of the audit coverage plan. No 
review of risk management process was done by internal audit. The municipality had not appointed a Chief Risk 
Officer during the period under review hence the risk management function was not effective. 

System of Internal Control 

The system of internal control is designed to provide reasonable assurance that the assets are safeguarded and the 
liabilities and working capital are effectively and efficiently managed. 

Among others, the areas where weaknesses in the system of internal control were identified were on the following 
areas: 

Asset Management; 

Conditional Grants; 

Supply Chain Management; and 
Leave Management. 

The Audit Committee also identified weaknesses on its own through various discussions with management and these 
were brought to the attention of the Accounting Officer and his Worship the Mayor. Some of the weaknesses were 
attended to by management, however, some were not hence the Auditor-General raised some of the weaknesses in 
the above in particular Supply Chain Management. 
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The Audit Committee noted that there were still further challenges on Conditional Grants as this is evidenced by 
under spending. Whilst the Accounting Officer may have tried his best to remedy the situation but the challenges 
prevailed. 


Whilst there was no fruitless and wasteful expenditure reported during the year under review, however the Audit 
Committee was concerned about the issues on Supply Chain Management as raised by the Auditor-General. The 
Audit Committee noted issues of irregular expenditure with an understanding that it is difficult for the municipality 
to check all tenderers whether they were the employees of the state or not. 

Financial Management and Reporting 

Systems of financial management reporting needed improvement as the Committee was not provided with relevant 
information throughout the year in order to discharge its function. The municipality has to work hard to improve in 
this area to enable the Audit Committee to discharge its role of financial governance oversight. The first challenge 
would be to appoint a competent Chief Financial Officer as the position has been vacant for several months. 

Annual Financial Statements for the Year Ended 30 June 2012 

The Audit Committee reviewed the Annual Financial Statements for the year ended 30 June 2012 prior to submission 
to the Auditor-General. Another review was done by the Internal Audit Unit and presented its report to the Audit 
Committee and in addition the Audit Committee conducted its own review and raised questions on certain issues of 
compliance with GRAP and MFMA as well MFMA circulars issued by National Treasury. 

The Audit Committee also reviewed the accounting policies and noted changes in accounting practises which were 
informed by the GRAP standards. 

The Audit Committee also noted the findings of the Auditor-General with great concern. The misstatements and 
errors are a responsibility of management and not the Audit Committee which only had a day to review annual 
financial statements as they are not employed by the municipality. Therefore the findings cannot be attributable to 
the Audit Committee and the Audit Committee believes there is a judgement error by the Auditor-General. 


Performance Management Reporting 


Internal Audit Unit's annual audit coverage plan included review of performance management on quarterly basis. 
Internal Audit reported on each meeting of the Audit Committee challenges encountered in ensuring that a review 
on performance was done on quarterly basis. The Audit Committee could not discharge its duties in this area 
despite having raised the matter in the appropriate forums. 
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Performance Management is a challenge in the municipality and the Audit Committee has made recommendations, 
hopefully if implemented they will bring about the change in the management of performance. 


Governance 


Internal audit did not plan an audit that was Governance specific; however, throughout its meetings the Audit 
Committee was mindful of its responsibility as far as Governance is concerned. The Committee met the Mayor and 
the Accounting Officer to discuss issues of Governance which were a great concern. 

The Audit Committee also noted the finding of the Auditor-General with great concern. The material corrections in 
the annual financial statements and compliance findings cannot be attributable to the Audit Committee and the 
Auditor-General has misdirected himself in this regard. 

Information and Communication Technology 

Although internal audit did not perform any audit on this area, however, the Audit Committee noted the findings of 
the Auditor-General in his report. The municipality has to increase its efforts to improve its Information and 
Communication Technology system of internal control. 

Conclusion 

The Committees wishes to express its sincere gratitude to the Council Committees and all those involved in the 
improvement of systems at the Municipality and to the Municipal Manager and Senior Management for their 
support during its term of office. 


Chairperson 
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2.8 Anti-Corruption and Fraud 


The municipality has developed the Anti fraud policy to guide the municipality on matters pertaining to fraud 
The development of the policy document is an illustration that the Municipality does not tolerate fraudulent or 
corrupt activities whether internal or external to the Municipality. 

2.9 Supply Chain Management 

The ILM has established a Supply Chain Unit in line with the internal Supply Chain Management (SCM) Policy. The 
division is headed by Senior Accountant , who reports to the Chief Financial Officer. 

The calling for tenders to secure supplies of goods and services is an integral part of SCM, as legislation 
compels public institutions to procure goods and services through this process. A thorough knowledge of the 
different phases of the tendering process and the accompanying procedures is therefore necessary to ensure 
that public officials procure goods and services timeously and according to their requirements. 

In line with the Municipal Finance Management Act (MFMA), the Accounting Officer has approved the 
Bid Committees. The Municipality ensures that the tender process is fair, 
transparent and equitable and cost effective to all parties. 

The municipality adopted he PPP amendment to the SCM policy effective December 2011 
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3 SERVICE DELIVERY PERFORMANCE 


3.1 Performance Report on Servise Delivery and Implementation 


IDP 

No. 

(Previous 

Year) 

Year Under Review 

’/z Yearly Perf. Annual Perf. 

Report Report 

Respo 

nsible 

Depart 

ment 


National 

KPA 

Strategi 

c 

Object! 

ve 

Measurable 

Objective/Out 

put 

Performance 

Measure/Indica 

tor 

Tar 

get 

Act 

ual 

Tar 

get 

Act 

ual 

Tar 

get 

Act 

ual 

Measures 

For 

Improveme 

nt 

4003 

Basic 

Service 

Delivery 

And 

Infrastru 

cture 

To 

provide 

access 

roads 

to 

commu 

nities 

Rehabilitation 
of Mafahleni 

Street 

Grant funding 
spent approved 
and construction 



0.5 

0 

1 

16.8 

5 


Protracted 

awarding 

process 


Km roads 
maintained 

In House roads 
upgrade 



15 

15 

30 

26.1 


Keep Plant 
in a good 
condition 

2007 

Siasher Mower 
purchased 

Slasher Mower 



0 

0 

1 

0 


Funding 

was 

withdawn 

2008 

Change rooms 
constructed 

Staff change 
rooms 



0.5 

0.7 

5 

1 

1 



3007 

Road 

Compieted 

Compensation/S 
wampo Rd 



1 

0.9 

5 

1 

0.95 


Will use 
EPWP to 
complete 

3004 

Constructor on 
site 

KwanoVuka 

Road 



0.1 

0.2 

0.8 

5 

0.45 


Delays 1 
awarding 
due to 
objections. 
Project was 
delayed 


Road 

compieted 

Nhlabamkhosi 

Road 



0.9 

0.9 

5 

1 

0.95 


will 

complete 

department 

aly/internal 

y 


Completion of 
Impendle Taxi 
Rank 

Upgrade of the 
Impendle Taxi 

Rank 



0.5 

0.7 

5 

1 

0.8 


Nearing 

completion. 

Department 

al/internal 

completion. 

6016 

To 

provide 

and 

maintai 

Contractor on 
site 

Hall/Creche at 
Managuza 



0.5 

0.2 

5 

1.5 

0.65 


Minimize 

major 

delays 
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3021 


n 

Commu 

nity 

facilitie 

sfor 

sustain 

able 

livelyho 

ods 

Survey, design 
and contractor 
on site 

New Areas 
Stepmore 



0.0 

5 

0.1 

5 

0.6 

1 



IDP 

Indie 

ator 

No. 

Hall/Creche 

completed 

Completion of 
Hall/Creche at 
KwaMgodi 



1 

0.1 

5 

1.0 

5 

1.05 



6004 

Hall Creche 
awarded and 
contractor on 
site 

Gomani/Willows 

Hall/Creche 



0 

1 

0.6 

1.6 



6022 

Completion of 
Hall/Creche 

Completion of 
Nhlabamkhosi 
Hall/Creche 



0.5 

0.8 

1 

1 



6023 

Design, 
advertise and 
contractor on 
site 

Creche at 

Brington 



0 

0.1 

1 

0.75 


Completed 

6032 

Design and 
documentation 

Creche at 
Zamokuhle 



0 

0 

0.1 

5 

0.5 



6007 

Design, 
advertise and 
contractor on 
site 

Creche at 

Smilor Bar 



0.6 

0.8 

1 

1 



6008 

Design, 
advertise and 
contractor on 
site 

Creche at 
NovukaKamlaba 



0.0 

5 

1 

0.4 

5 

1 



6010 

Design, 
advertise and 
contractor on 
site 

Creche at 
Comensee 



0 

0.2 

5 

1 

0.6 


Under 
constructio 
n in house 
supervision 


Maintenance 
of building 
facilities 

Ensure that all 
municipal 
buildings and 
facilities are 
maintained/reha 
bilitated 



0.5 

0.3 

5 

0.9 

7 

0.6 


Use EPWP 
to complete 



Effective fleet 

Ensure that all 
vehicles and 

Plant are 
operational 



0.5 

0.4 

0.6 

7 

0.9 



7001 


Project 

completed 

Electrification of 
Mahlutshini 



1 

1 

1.2 

1.25 


Project 
process 
need to be 
split 
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Design, 
contractor on 
site 


Maintenance 
of refuse site 
and waste 
disposal 


Maintained 
and fencing 
and site 
pegging 

Houses Built 

Houses Built 

Houses Built 

Houses Built 


Houses Built 


Planning 
completed, 
land availability 
approved 


Stage 1 

Consultants 

appointed 


Stage 1 

Consultants 

appointed 


Stage 1 

Consultants 

appointed 

Stage 1 

Consultants 

appointed 


Electrification of 
Swampu/Compe 
nsation/Madiphi 


To ensure 

sustainable 

waste 

management in 
ILM 


Cemetery 
Maintenance 
and fence repair 


Village Housing 
Construction 


Construction of 
Nzinga Housing 
300 units 


Construction of 

Clearance 

Housing 


0 0 


0 0 


0 0 


0 0 


advertised 
and to be 
awarded 
early 12/13 


Implimentin 
g new data 
gathering 
process. 


review this 
KPI and 
set 

according 
to what 
Municipalit 
y do 


DOHS to 
do 

appointme 
nt, the 
Municipalit 
y does not 
have 
capacity 
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Institutio 

nal 

Develop 
merit & 
Transfor 
mation 


Placement 

policies/ 

rules 

procedures 

adopted 

One 

placement 
policy/rules 
procedures 
reviewed and 
adopted 

407 

24 

410 

90 



410 

90 

410 

60 





% of staff 
placed in 
positions 
based on 
placement 
procedures 

1 00% of staff 
placed in 
positions 
based on 
placement 
procedures 

1 

1 

0 

0 

0 

0 





Performanc 

e 

Managemen 
t System 
adopted 

One 

Performance 

Management 

System 

adopted 

407 

24 

406 

76 

0 

0 

407 

24 

406 

76 





Mid Year 
performanc 
e report 
submitted to 
all relevant 
authorities 

Mid term 
Performance 
Report 
submitted to 
Council, AG, 
Provincial 
Treasury and 
DLGTA 

409 

39 

0 

0 

0 

409 

39 

0 


The 

perform 
Evaluation 
committee 
will be 
commissio 
ned and 

assessme 

nt be done 



Review HR 
policies 

No. of 

policies 

reviewed 





410 

90 

410 

60 





Implemente 
d Workplace 
Skills Plan 

Date of 
implemented 

407 

24 

406 

95 



410 

90 

410 

88 





Submit 

Employment 

Equity 

Reports 

No. of reports 
submitted to 
the DPT of 
Labour 

404 

52 

411 

83 

408 

17 

408 

17 

408 

17 

408 

17 





Adopt 

reviewed 

standing 

Rules 

Date adopted 

Wh 

en 

nec 

ess 

ary 

0 



410 

90 

410 

60 





Council 

Calendar 

adopted 

Date adopted 

405 

44 

405 

44 



409 

09 

409 

09 





Hold 

meetings as 
per 

Calendar 

No. of 

meeting held 

12 

12 

6 

6 

12 

12 
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CCS 

Portfolio 

Committee 

No. of 

meeting held 

4 

4 

2 

0 

4 

0 


Develop a 
calenda for 
Porfolio 
Committee 
meetings 














Local 

Economi 

c 

Develop 

ment 


Reviewed 

Business 

Plan 

approved by 
council 

Reviewed 

LED 

Business 

Plan 

submitted to 
council 



0.1 

0 

1 

0 


Secure 
enough 
funding for 
the review 



Developme 
nt of 

commercial 

Centre 

started 

Facilitate the 
development 
of a 

commercial 
Centre in the 
ILM 



0.0 

5 

0 

1 

0 


Resolve 

Land 

issues first 



Budget 

spent 

Facilitate the 
construction 
of Phase 1 
for the 

Impendle Mill 
Project 



1 

0.2 

2 


42.4 


protracted 

awarding 

process 



Additional 
funding 
secured and 
construction 
commenced 

Facilitate and 
find funding 
for the 

completion of 
Impendle Mill 
Project 








This KPI 
will be 
reviewed 
to SMART 



Business 

Plans, 

Application 

Letters 

sumbitted to 

potential 

funders 

No of 

applications 
or business 
plans 



0 

0 

1 

1 





8 Business 
Plans 

submitted to 
funders 

Number of 
business 

Plans 

prepared, 

approved 

and 

submitted to 

potential 

funders 

8 

0 

2 

2 

2 

2 




Good 

Governa 

nee 


Number of 

IGR 

meetings 

attended 

One IGR 
meeting 
attended per 
quarter 

4 

4 

2 

2 

4 

4 
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No. of 

marathons held 

1 

1 



1 

1 






No. ofX-Mass& 
Easter 

Tournaments 

2 

2 

1 

1 

2 

2 





Administer 
logistics for 

ILM 

participants in 

KZN SALGA 
Games 

No. of 
schedules 
developed for 
logistics for KZN 
SALGA Games 

1 

1 

1 

1 

1 

1 






No. of Logistics 
Schedules for 

KZN SALGA 

Games 

implemented 

4 

4 



2 

2 





Set up a 
Budget for 

Sport Council 

Monitoring 
activities of the 
Sport Council 

4 

4 

2 

2 

4 

4 





Draft IDP 
adopted and 
submitted to 
DLGTA 

One Draft 

IDP adopted 
and 

submitted to 
COGTA 

406 

32 

406 

31 



409 

98 

409 

97 





Adopted 

HIV & AIDS 
Plan 

One HIV & 

AIDS Plan 
adopted 

1 

0 



1 

0 


Capacitate 
LAC to 
develop 
the Plan 



Number of 
activities 
undertaken 
for Special 
People 

One of six 
activity per 
category for 

4 Wards 

5 

5 

5 

5 

5 

5 





Annual 

Youth 

Summit 

1 youth 
summit held 

1 

1 



1 

1 





ILM Youth 
Desk 

established 

One ILM 

Youth Desk 
established 

1 

0 



1 

0 


Incorporat 
e Youth 
desk in 
Thusong 
activities 



Number of 

applications 

submitted 

To formally 
apply for grant 
funding for IDP 
projects from 
external sources 

1 

1 
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Required 

funding 

accessed 

Raise funding to 
update and align 
the ILM Spatial 
Development 
Framework 
(SDF) with 
relevant 
strategic plans 












LUMs 

approved by 
Council 

Promote 

sustainable 

Land Use 
Management 












LUMs 
guidelines 
approved by 
Council 

Initiate Rural 

LUMS 

guidelines 












12 applications 
dealt with 

Provide inputs 
on development 
applications 
received 












Provide 
research and 
plan outputs as 
required 

GIS support to 
all units of the 

ILM 























Financial 

Viability 

& 

Manage 

ment 


Budget 

Process plan 

Council 
approval and 
submission to 
National and 
provincial 
treasury 

1 

1 

1 

1 

1 

1 





Mid year 
budget and 
performance 
assessment 

Council 
approval and 
submission to 
National and 
Provincial 
treasury 

1 

1 



1 

1 





adjustment 
budget (s) 

Council 
approval and 
submission to 
National and 
Provincial 
treasury 

1 

1 



1 

1 





Draft budget 

Council 
approval and 
submission to 
National and 
Provincial 
treasury 

1 

1 



1 

1 
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Policy & 

Procedure 
development 
and reviews 

Council 
approval and 
submission to 
National and 
Provincial 
treasury 

1 

1 

1 

1 

1 

1 






Final Budget 

Council 
approval and 
submission to 
National and 
Provincial 
treasury 

1 

1 

1 

1 

1 

1 






Billing 

Raising debts 
and distributing 
statements to 
customers. 

12 

12 

6 

6 

12 

12 






Policy and 
procedure 
development 
and reviews 

Council 
approval and 
submission to 
National and 
Provincial 
treasury 

1 

1 

1 

1 

1 

1 






Debt 

Management 

Sending 

reminding letters 
and handing 
over of long 
outstanding 
debts. 

12 

12 

6 

6 

12 

12 







Debt collection 
rate 

12 

12 

6 

6 

12 

12 







Cost coverage 
ration 

12 

12 

6 

6 

12 

12 







%of 

Outstanding 
service debtors 
to revenue 

12 

12 

6 

6 

12 

12 






Indigent 

Support 

Indigent 

Register 

1 

1 



1 

1 






Payment of 
beneficiaries 

12 

12 

6 

6 

12 

12 






Cash 

management 

Receipting 

240 

240 

120 

120 

240 

240 






Depositing 

52 

52 

26 

26 

52 

52 






Reporting 

Cash book 

12 

12 

6 

6 

12 

12 
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Monthly and 
quarterly 
variance report 

12 

12 

6 

6 

12 

12 






Motor licensing 
Agency 

Registration & 
deregistration 
of vehicles 

240 


120 

49 

240 

101 






Licensing of 
vehicles 

240 

60 

120 

120 

240 

240 






Issuing of 
special road 
permits 

240 


120 

7 

240 

15 






General 

creditors 

management 

Payment 

vouchers 

52 

52 

26 

26 

52 

52 






Policy & 
procedure 
development 
and reviews 

Council 
approval and 
submission to 
National and 
provincial 
treasury 

1 

1 



1 

1 






Projects 

Management 

Reconciliation 

statements 

3 

No 

Dat 

a 

6 

No 

dat 

a 

12 

No 

dat 

a 






Vat and tax 
Management 

Submission of 
vat 201 

12 

12 

6 

6 

12 

12 






Payroll 

Management 

Payslips 



6 

6 

12 

12 






Reporting 

S11 ofMFMA 

4 

4 

2 

2 

4 

4 






Cash book 

12 

12 

6 

6 

12 

12 






Monthly and 
quarterly 
variance report 

12 

12 

6 

6 

12 

12 






Database 

Management 

Supplier 

database 

1 

1 

2 

2 

4 

4 






Policy & 
procedure 
development 
and reviews 

Council 
approval and 
submission to 
National and 
Provincial 
treasury 

1 

1 



1 

1 
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Quotation 

bidding 

management 

Orders issued 

60 


120 

64 

240 

128 






Tender bidding 
management 

Awarding ietters 
and minutes of 
bid committees 

60 

3 

60 

1 

240 

2 


To set 

KPI's 

correctly 




Petty cash 
management 

Monthly 

reconciliation 

statement 

12 

12 

6 

6 

12 

12 






Reporting 

Deviation report 
in terms of s36 
ofSCM 
reguiation 

12 

0 

6 

2 

12 

6 






Report on 
difference of 
opinion between 
evaluation and 
adjudication 
committees. 

12 


6 


12 



The KPI 

needs to 

be 

reviewed 





Monthly 
awarded 
quotation and 
tenders to FPC 

12 

12 

6 

6 

12 

12 







Report to 
treasury all 
awards of more 
than R1 00,000 

12 











Annuai 

Financial 

Statements 

Submission of 

AFS on 31 

August 2011 

1 

1 



1 

1 






Policy & 
procedure 
development 
and reviews 

Council 
approval and 
submission to 
National and 
provincial 
treasury 

1 

1 



1 

1 






Investments 

Management 

Investment 

register 

12 

12 

6 

6 

12 

12 






Grant 

Management 

Reconciliation 

statement 

12 

12 

6 

6 

12 

12 
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Assets 

management 

Assets register 

4 

4 

2 

2 

4 

4 






Treasury 

reports 

Monthly 

12 

12 

6 

6 

12 

12 






Bank 

Management 

Reconciliation 

statement 

12 

12 

6 

6 

12 

12 






Staff rotation & 
mentoring 

Rotation plan 

4 

2 

2 

2 

4 

4 






Departmental 

Meeting 

Minutes 

4 

4 

6 

2 

12 

4 






Finance 

Portfolio 

Committee 

Meeting 

Minutes 

12 

12 

6 

6 

12 

12 






Audit 

Committee 

Minutes 

4 











Council 

Meeting 

Minutes/resoluti 

on 

12 

12 

6 

6 

12 

12 




COMPONENT A: BASIC SERVICES 

3.2 Housing and Development Planning 

Through its strategic focus areas as encapsulated in the IDP Impendle seeks to enhance service 
delivery with efficient institutional arrangements; reduce housing backlog and promote sustainable human 
settlements and promote service excellence. 

While the competency of providing houses resides with the provincial government, Impendle has worked 
hard to facilitate the provision of housing to it's residents. 

AFFORDABLE HOUSING 


Overview 


Continuous management, coordination and facilitation of all Municipality's Housing development projects within 
Impendle Municipality. 


Oversight of construction of houses for the approved beneficiaries 
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Ensure the provision of services to individual homes especially in areas that have benefited through Affordable 
Housing Projects, funded by the Department of Housing (DOH) and homes transferred to certain people through 
the Government Discount Benefit Scheme. 

Description of the activity 

The municipality has a mandate to lead and direct the housing function so that the strategic objectives of the 
municipality in relation to housing are achieved. The main objectives are as follows: 

• The establishment of an inclusive, representative and accountable development structures within 

communities. 

• Identification of other primary actors with whom the community should relate for the purposes of successful 

development. 

• Certification of potential housing beneficiaries. 

• Facilitation of the sales administration process. 

• Signing of building agreements by beneficiaries. 

• Appointment of Project Manager(s) by the Developer. 

• Appointment of Contractor(s) to undertake the actual construction of houses. 

• Capacitating and empowerment of locally based contractors to participate in the construction of houses as 

sub-contractors. 

• Ensure that the employment of unskilled local people to assist skilled labourers during the construction 

phase. 

• The Municipality has a mandate to lead and direct to the housing functions so that the Strategic Objectives 

of the Municipality in relation to housing are achieved. 

• Analysis of the function 

The Strategic Objectives of this function are to: 

• Reduce the population living in informal structures 

• To ensure access to formal housing opportunities. 
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Implementing Agents have been appointed by The Department of Human Settlements to begin construction of the 
following units. 

• 300 units in Ward 1 

• 500 units in Ward 2 

• 500 Units in Ward 3 

• 500 Units In Ward 4 

Planning design, EIA work was also commenced, over the year under review, for Stage One process for the 
following project that should begin to build housing in the 2012/2013 financial year. 

500 units: Impendle Village Affordable housing project. 

200 units: Upper Makhuzeni 

3.3 Electricity Supply (Service Provider ESKOM) 

Given the rural nature of the majority of the residence in the Impendle Municipality a high percentage of 
homes have electricity. 

Departmet of Energy has allocated funding over the past two years to roll out electicity into new 
unelectrified areas. 

The Mahlutshini Village was completed and connected to the grid in this financial year. Planning and design 
was started and completed for the Kanyeni and Giabantu areas, tanders call and closed in the next finacual 
year. 

Electrification of Mahlutshini have been completed successfully, however the demand for Electricity is still 
high as there are still areas within the Municipality not electrified. The Municipality through it 
engagement with Department of Energy will within the current financial year continue to improve it 
services to Impendle Communities. New areas will be identified at Loteni and surrounding areas to be 
electrification in the near future. The major challenges the Municipality faces is the lack of 
commitment from Eskom, connection of infills, areas being regarded or identified as Island within a 
particular area such as SWAMPU. 
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TABLE 3.2: DEPARTMENT OF ENERGY (DOE) ELECTRIFICATION 

2011/2012 


Project Description 

Planned 

Completion 

Project Value 

Expenditure 

Mahlutshini (183 connections) 

Completed 

R 

131 594.89 

R 

131 594.89 

Ntshebane and eKukhanyeni 

Advertised 

R 

5 000 000.00 

R 

68 000.00 

(90 connections) 






Total 


R 

5 131 594.89 

R 

199 594.89 


TABLE 3.2: DEPARTMENT OF ENERGY (DOE) ELECTRIFICATION 

2010/2011 


Project Description 

Planned 

Completion 

Project Value 

Expenditure 

Mahlutshini (183 connections) 

Construction 
Complete Eskom 
to Provide Outage 

R 

2 442 099.96 

R 

2 310 505.07 

Total 


R 

2 442 099.96 

R 

2 310 505.07 


3.4 Solid waste 

Departmental Funded Operation and Maintenance 

A refuse collection service in Impendle Village has been carried out successfully using Municipal staff 
and equipment. 

Street Cleansing Services 

Departmental funded operation and maintenance. 

Lifter collection is an ongoing operation within the Impendle Village. 

Mowing of the verges and within municipal properties was initiated with this finical year with 
substantial clearing and reforming of verges faking place to enable mechanical mowing. 

Sports field mowing in Impendle Village is being done monthly in the wet season. 

Indigent Support 

Free basic electricity was implemented from 2009 and free basic electricity was disbursed to 2500 households. 
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COMPONENT B: ROAD AND TRANSPORT 


3.5 Roads and Stormwater 

Impendle is reasonable for 2500 kim of rural roads that are not maintained by Department of transport. 

Many of these roads are in very bad condition and become impassable during the rainy season. Through 
many years of use without maintanace or hardening, many have developed in deep dongs where 
stomwater continuly deepens them. 

The Municipality has purchased basic road maintance equipment and is now able to deliver some 
services to this important service. However the needs far outweigh the available funding for this service. 

Basic road patching is being done within the village; MIG funding has been used to build link roads where 
possible. 

Departmental Funded Maintenance 

Repairs on the roads within the Impendle Village continued to be done within budget constraints. 
Construction equipment purchased for the Roads maintenance Team was put into operation in the 
rural areas and has mode substantial improvement 

MIG & COGTA Funded Roads Projects 

A rood and infrastructure plan is put in place that will commit MIG funding well info the 2013/2014 
financial year. Rehabilitation of Mafahleni street is under construction. The Designs and 
Documentation are being done by appointed Consultants. The Municipality have experienced slow 
progress and poor work quality with contractors having or showing very little experience in managing 
projects, estimation skills, implementation skills and financial backing. The Municipality is working 
around the clock to improve progress without compromising quality on all current road projects. 

Roads top the list of community needs in order to have access to other ovoiloble services, therefore 
the Municipality is striving towards improving and providing quality roads. 


TABLE 3.2: ROADS MAINTENANCE 


Project Description 

Planned Completion 

Project Value 

Expenditure 

Sdwedwe Road : Mahlutshini 

Completed 

R 46 285.01 

R 46 285.01 
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Nhlabamkosi Road 

Completed 

R 

937 500.00 

R 

33 783.46 

Swampu / Compensation Road 

To be Completed 
through EPWP 

R 

825 000.00 

R 

409 770.15 

Stepmore Gravel Roads 1 & 2 
Rehabilitation (Ward 1) 

Under construction 

R 

4 045 235.00 

R 

338 513.13 

KwaKhetha Access Gravel Road 
Rehabilitation (Ward 3) 

Under construction 

R 

1 162 702.80 

R 

184 223.76 

Total 


R 

7 016 722.81 

R 

1 012 575.51 


3.6 Repairs and Maintenance 

The Maintenance team has been created and deployed into the Greater Municipal areas on a month per Ward 
basis. Roads were identified by the Ward Councillor and committee as seen by the ward as the most urgent roads 
requiring attention. Close to 50 kilometres of roads were attended to over the last two years and this service is 
greatly appreciated by the communities that were served. However much more needs to be done in this area, most 
roads are left graded only risk is that these roads will be damaged or become impassable during wet weather. 

The delivery of services is delayed due to utilization of plants and tractors to other varies task such as opening or 
cutting of platforms for halls, creches, delivery of material water on construction sites, plant due for services, 
breaking down of plants and shortage of resources. 

Due to high demand for sport fields to be graded the Grader was allowed to go and grade them irrespective of 
which ward they falls on. 


TABLE 3.3: ROADS MAINTENANCE 


Road (Area) 

Description 

Demand 

Backlog 

2009/2010 

2010/2011 

2011/2012 

Annual 

Achieved 

2010/2011 

Nkangala 

Mahlutshini 

Loteni - Nhlambasoka 
Equtshini 

Enguga 

Ekukhanyeni 

Swampu 

Kwakhetha 

Madiphini 

Ezibovini 

Gasa 

Similobha 

Gomane 

60 

11.83 

0 

33.05 

15.12 

48.17 

2011/2012 

Gomane Esilaheni 

Gasa 
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Gomane 
Upper Mkhuzeni 
Loteni 

Itshayabantu 
Emzumbe 
Access road to 
Mantomela 

Nhlambamasoka 


Stream Crossing 
Description 

Demand 

Backlog 

2009/2010 

2010/2011 

2011/2012 

Annual 

Achieved 

2010/2011 

Stepmore 

Emahlutshini 

Esidakeni 

KwaMlaba 







2011/2012 

Tsatsi filling up eroded 
section (m^) 

Unknown 

0 

0 

4 

5 

9 


3.7 MUNICIPAL Buildings and Facilities 

Departmental Funded Maintenance 

A maintenance program was done on buildings within the Municipality using departmental staff. 
Challenges with community vandalism/theft is ongoing and Municipal buildings are targeted and 
become derelict. 


MIG Funded Projects 

The Municipality have experienced slow progress on some projects, with contractors having or 
showing very little experience in managing projects, estimation skills, implementation skills and 
financial backing. The Consultants also showed lack of management and accounting skills resulting 
in the Municipality proposing project to be done and monitored in house. Vandalism and theft is 
proving to be a major challenge, to safe guard the facilities through EPWP the Municipality have 
Employed local Security Guards. 
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A MIG implementation have been developed that will commit MIG funding well into the 2013/2014 
financial year and tracking progress of expenditure. 


COMPONENT C: PLANNING AND DEVELOPMENT 

3.8 Local Economic Development 

The purpose of economic development and growth is to build up the economic capacity of Impendle Municipality 
to improve its economic future and the quality of life for all its citizens. In order to achieve the aforesaid, the 
Department of Economic Development and Growth is entrusted with the implementation of the following 
programmes: 

• Investment Promotion & Marketing 

• Local Business Support & SMME Development 

• Tourism Development & Events Management. 

• Agricultural Development 

The municipality facilitated a number of training workshops for co-ops, SMMES, community gardens and 
individuals. Referrals for business registrations and business plans as well as mentorship programs were secured 
through partnerships with SEDA and there are ongoing partnerships and support systems created for the trained 
groups and individuals. 

DESCRIPTION OF THE ACTIVITIES 

Investment Promotion and Marketing 

The Municipality is continuously exploring ways to increase inward investment in skills and technology, property 
and sustainable development, continuously promote ongoing investment and development through the provision 
of services at affordable, competitive prices, efficient service and a safe and secure environment. Business 
permissions are tailored to the needs of the changing economy. Investment promotion is through the following: 

• Ongoing identification of Greenfield development areas for investors; 

• Ensuring the maintenance of existing infrastructure. 

• Effective information dissemination. 
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• Working towards transfer of land to the Municipality to make land available to potential investors and 
developers with respect to business permissions. 

• Assist in gaining access to existing services. 

• Local Business Support and SMME Development. 

The Department has commissioned the study on the establishment of Local Business Support Centre. The Local 
Business Support Centre is envisaged to be a commercially driven, practical implementation body linking Local 
Economic Development, the Local Business Development Board, Business Community, Investors and 
entrepreneurial community in such a way as to promote, and implement development within the Impendle area, 
whilst prioritizing the areas of greatest need. The study has since been completed awaiting implementation of its 
recommendations. 

As the Department we managed to establish a link with Company Intellectual and Property Registration Office 
(CIPRO) in Pretoria. This has resulted in the establishment of a Unit that is specifically responsible for the 
registration of close corporation (cc). During the reporting period the Department managed to register seven (7) 
SMMEs as Close Corporations. We have also provided Business Skills Training to five (5) SMMEs. 

In the Department's endeavour to facilitate local economic growth, the procedure of issuing licenses to new 
businesses has been harnessed in such a way that the process is fast tracked. 

In a bid to ensure constant assessment and support of the informal sector, the Department has facilitated the legal 
occupation of the Municipal trading stalls by informal traders. We have facilitated the establishment of informal 
traders committee. We have also developed an Informal Trading Policy upon which the operation of informal 
trading is based. Forty eight (48) lease agreements were signed between the Municipality and informal traders. All 
informal traders that signed lease agreements were issued with trading permits in a form of identification cards. 
The Department also facilitated a 3 day training of 10 informal traders on basic business skills. 

Agricultural Development 

A significant percentage of the high-potential agricultural land is situated within Impendle Municipality. This 
provides an opportunity for agricultural sector growth. Intensive agriculture through mixed land use, beneficiation 
of agricultural produce as well as organic food production. Forestry industry will be transformed through the 
establishment of community private partnerships with a Local Forestry business. It is envisaged that small-scale 
forestry opportunities will be created through this initiative. 

The Municipality has commissioned a study to investigate opportunities that exist for primary and value addition of 
agricultural commodities. The purpose of the study was to identify agricultural goods that could be processed and 
develop plans to take identified commodities forward to implementation. The target communities for the project 
were low income communities and / or emerging farmers who reside within the Municipality. 


55 I P a g e 



TABLE 3.4: CO-OPERATIVE GOVERNANCE AND TRADITIONAL AFFAIRS GRANT (cogta) MILL 2011/2012 


Project Description 

Planned Completion 

Project Value 

Expenditure 

Mill Project 

Dec-12 

R 5 000 000.00 

R 2 117 261.08 

Total 


R 14 337 970.51 

R 10 747 306.21 


3.9 Tourism Development & Events Management 

The Department in partnership with Zulu Mpophomeni Tourism Experience (ZMTE) facilitated the training on 10 
Local Tour Guides. This was an initiative driven by WESSA, and was aimed at the upliftment of young people living 
in the previously disadvantaged communities. The 10 Guides were trained on different Tourism Products within the 
area and are now qualified to organize and conduct tours. 

The Department also helped co-ordinate the training of four tour guides on provincial tour guiding level. All four 
tour guides successfully completed the training and are now qualified provincial tour guides. The completion of the 
tar road to Himeville in the near future is seen as a potential for encouraging tourists into the heart of Impendle 
Municipality. Towards capitalizing on this potential discussions have been had on how this potential can be 
converted into opportunities 

3.10PLANNING SERVICES 

The process of municipal land transfers to the Municipality that was overlooked during the restructuring of Local 
Municipalities. A process was commenced during the previous financial year to rectify this oversight, however little 
progress was made this financial year. Properties sold during the Municipalities previous administration which were 
not formally transferred are being finalised. 

ACHIEVEMENTS 

Funding was secured through the Department of Local Government and Traditional Affairs to construct a Maze Mill 
within Impendle. This facility is intended to process local maize production and create some long term jobs directly 
and indirectly. Construction started late in 2011/2012 financial year. 

CHALLENGES 

Access to start-up funding remains one of the major challenges facing SMMEs, Cooperatives and individual 
entrepreneurs operating in Impendle. 


56 I P a g e 


Lack of access to land for emerging farmers also remains a major challenge facing emerging farmers operating in 
Impendle. This is exacerbated further by lack of relevant skills among emerging farmers. This has serious 
implications for any proposed agricultural production and value adding enterprise targeting emerging farmers in 
the Municipality. 

It is of some considerable concern to the Municipality that the practise of burring velds without control across the 
Municipality on private and Ingonyama properties continues year after year. This has damaged the environment 
considerably and has depleted grazing fields for the communities of Impendle. 


Table 3.5.2: Land allocated for local economic development in ILM 


Region 

Purpose 

Hectares 







Total 




COMPONENT D: ENVIRONMENTAL PROTECTION 

3.11 Environmental and Solid Waste Management Services 


Table 3.6.1: Environmental and Solid Waste Management Services Indicators 


Indicator 

2011/12 

Delivery 

Annual 

Target 

Actual Annual 

Achievement 

Households receiving weekiy door-to-door refuse removal service 

165 

165 

165 






COMPONENT H: CORPORATE POLICY OFFICES AND OTHER 
SERVICES 

3.123. Financial and Revenue Management - 2011/12 

ILM has been receiving unqualified audit report the past three years and during the 2011/2012 audit report the 
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municipality commits in achieving clean audit.. 


Table 3.11.1: Audit opinions by the Auditor-General of ILM financial systems 


Financial Year 

Audit Opinion 

2008/2009 

Unqualified 

2009/2010 

Unqualified 

2010/2011 

Unqualified 

2011/2012 



For the past financial year ILM has placed emphasis on ensuring that organisation's finances are managed in a 
sustainable manner to meet the needs of the community, and to ensure full compliance and effective 
internal controls over municipal financial management and reporting. Moreover, the Municipality has taken 
note of the fact that a key pillar to financial sustainability is effective collection of money owed to the 
Municipality. For this reason, considerable focus has been placed on ensuring that maximum amount is 
collected from clients, as well as paying creditors on time. 

Flowever, high the level of poverty in the area has made it impossible to achieve this goal. For the past financial 
year, the net debtors to annual income (ratio of outstanding service debtors to revenue received (NKPI) was 
16.5% and net debtors to annual income. This dire situation is 
demonstrated by the fact that there is regular write-off of bad debts. 

Table 3.11.2: Financial and Revenue Management 


Indicator 

2010/11 Delivery 

Agenda 

Annual Target 

Actual Annual 

Achievement 

Total capital budget actually spent on capital 
projects in terms of IDP (NKPI) 

95 - 100 % 

95 - 100 % 

38 % 

Debt coverage (NKPI) 

5.1 

5.1 


Cost coverage (NKPI) 




Salaries budget as % of total expenditure 




Budget is not overspent 




External debt to revenue 




Number of creditor days 
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Capital charges to total expenditure 


Compliant asset register 


I 


I 


All qualifications addressed except on 
property, piant and equipment 

Maintain positive operating cash flow 
represented by net cash flow from operating 
activities after capital expenditure 


Payments of service providers made within 
30 days of receipts of invoice 


Net debtors to annual income (ratio of 
outstanding service debtors to revenue 


I 

I 
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received (NKPI) 




Cash Collection defined as Cash Collected 

(last 12 months) / Billings (last 12 months) 




Net debtors to annual income 




Debt Collection Unit operating as a business 
unit 100% 




Auditing of 40 000 meters 




Development and approval of prepaid water 
and electricity meters policy and by -laws on 
new developments 




Number of electricity meters of approved 
indigent households converted to prepaid 




Percentage of meters read by handhelds 




Compliant financial policies 




All risk of awarding tenders to employees of 
state is eliminated 




All operational contract and service level 
agreements monitored 





3.13. Internal Audit and Anti-fraud and Corruption -2011/12 

As pointed out above, ILM has developed an Anti-Fraud Policy and Strategy which are 
applicable across the Municipality. The unit has an important role in preventing, detecting, 
investigating and reporting fraud and corruption and in punishing offenders. 


Table 3.12.1: Internal Audit and Anti-fraud and Corruption Indicators 
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Indicator 

2011/12 Delivery 
Agenda 

Annual Target 

Actual Annual 

Achievement 

Number of investigations conducted on reported 
and suspected fraudulent activities 




Approved anti-fraud and corruption strategy and 
policy 




Number of anti-fraud and corruption measures 
implemented 




Internal audit reports issued to management 




Internal audit reports issued to Audit Committee 




Number of reports to Council on the activities of 
the Audit Committee 




Time taken to address service queries and/ or 
complaints 




Development of service standards guide 





3 . 14 . Office of Municipal Manager 

This Office has seen the successful finalisation and approval of the IDP Review and the Service Delivery 
Budget Implementation Plan (SDBIP). The Office has also provided an effective oversight over the 
performance of the administration by ensuring that progress reports are submitted to the Council and 
National as we Provincial Departments of Cooperative Governance and 
Traditional Affairs (CoGTA). 


Table 3.13.1: Office of Municipal Manager Indicators 


Indicator 

2011/12 Delivery 

Annual Target 

Actual Annual 


Agenda 


Achievement 
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Development of integrated deveiopment plan aligned 
to ail municipal planning processes 

IDP reviewed and 
approved 

Approved IDP 

IDP reviewed 
and approved 

All directorates SDBIPs streamlined and linked to 
performance management and plans 

SDBIP linked to 
performance 
agreements, annual 
and mid-year reports 
compiled 

Development of 
annual report 

Annual report 

10/11 approved 
by Council 



Development of 
midyear review 

Midyear Budget 
and Service 
Delivery 
Performance 
developed 



Approved 

performance 

agreements 

Budget and 
performance 
review session 
report compiled 

Implementation of the SDBIP 




All information and/data in compliance reports and 
operational plans credible 

None 

Development of a 
system to collect 
and analyse 
information/ data 

e-PMS not 
implemented 

Comparison of all actual project impacts against the 
agreed strategic plans 

Quarterly, mid-year and 
annual reports 

Monitoring and 
evaluation 
progress review 
reports 

Monitoring and 
evaluation 
progress review 
reports 
submitted to 

EMTfor 

approval 



Progress review 
report 

S 56 monitoring 
and evaluation 
review report 
compiled 

All turnaround programmes and projects are 
implemented 

Development of 
turnaround strategy 

Turnaround 
strategy kick-wins 
implemented 

Q1-Q4 

implementation 
progress report 
submitted to 

— TA 


3.15. Mayor/Speaker's Office 


Table 3.14.1: Speaker's Office Indicators 


Indicator 

2011/12 

Annual Target 

Actual Annual 


Delivery 


Achievement 
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Involvement of ward committees in CBP, IDP, Budget 
preparations and other policy formuiation 

100% 

100% 

90% 

Citizens participating in annual CBP, IDP and Budget 
formulation 

90% 

90% 

90% 

Capacity of identified councillors enhanced 




Involvement of ward committees in CBP, IDP, Budget 
preparations and other policy formulation 

Ward 

committees 
Aetion Plan 

Quaeterly 

meetings 

4 

Meetings 

held 

Number of community ward plans developed 

Ward 

development 

plans 

All ward plans 
developed 

All ward plans 
developed 

Percentage of citizens participating in annual CBP, IDP and 
Budget formulation 

100% 

100% 

100% 


3.16. Communications 

The municipality developed a Communication Strategy and it was adopted by Council in May 2012. Important 
strategic objectives of a Municipality's communication strategy are: 

Encourage participation, amongst the community for them to play a role in the development of the Municipality 
and the South African democracy 

Inform and educate the community of council resolutions and municipal and government policies, performance 
management, budget and IDP. Communication with the community both written and oral will be conducted in 
languages which are predominantly spoken in the area of jurisdiction of the municipality; 


All communication is open and honest, purposeful and timeous particularly in relation to consultation and 
decision-making; more vigorous and often feedback sessions 


Dispel misleading information and Reassure people and clear communication plans are in place for every 
activity implemented within the municipality jurisdiction in order to maximize public information and minimize 
confusion. 
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Change dangerous behaviour, such as service delivery protest and marches 


Enquiries from the media and the community are dealt with and responded to in a timely, accurate and 
appropriate manner. 

The Municipality to align projects and programmes to the 5 key priorities of government, and use themes and 
key messages to ensure government speaks in one voice. 

Marketing the Municipality, must be conducted as an aid to promote corporate identity and strategic events or 
projects of the municipality. 


Table 3.15.1: Communications 


indicator 

2011/12 

Delivery 

Annual Target 

Actual Annual 

Achievement 

Number of substantive and strategic engagements 
with residents, local agencies, regional and 
international bodies and memorandum of 
understanding/ agreements concluded 








Twinning agreements concluded or extended 









3 . 17 . Human Resources 
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Impendle is continuously striving to improve the working conditions of her employees, and for continuously 
capacitating them through training and other interventions. Most importantly, the Municipality is 
committed to promoting Employment Equity, particularly, the promotion of 
women to management and other higher positions. 

In order to realise these ideals, Impendle had placed the development of workplace skills plan 
and Employment Equity Plan at the centre of its performance for 2011/12. The Municipality has 
managed to develop both the workplace skills plan and Employment Equity Plan as planned. In 
addition, the Impendle has a policy on Individual Performance Management System (IPMS) in 
order to appropriately assess the performance of its employee. 

Table 3.16.1: Human Resources Indicators 


Indicator 

2011/12 Delivery 

Annual Target 

Actual Annual 

Workplace skills plan approved 

June 2011 

100% Employees 

50% 

Learning activities implemented 




Council approved EE Plan and 5 year 

Implementation Plan by Council 

May 2012 



Workshops held on Conditions of Service 

August 2011 



Approved policy on Individual 
Performance Management System 
(IPMS) 

Draft IPMS policy 

IPMS policy approved 
by Local Labour Forum 
and Municipal Council 

Draft Policy on 

IPMS 


Table 3.16.2: Employment Equity Targets, 2011 


Employment Equity 

Target 

Actual 

Black people employed in the three highest levels of management 

10 

7 

Women employed in the three highest levels of management 

4 

2 

People with disabilities employed in different categories and levels 

2% 

0 

Black people employed in different categories and levels 

99% 

99% 
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4 ORGANISATIONAL DEVELOPMENT PERFORMANCE 


COMPONENT A: MANAGING MUNICIPAL WORKFOCE 

4.1 Policies 

The Municipality has reviewed Human Resources policies and policies were consolidated into a Human Resources 

Policy Manual which was adopted by Council. 

• The need for the policy stems from section 67 of the Municipal Systems Act which requires the 
Municipality, amongst other things, to develop and adopt appropriate systems and procedures to ensure 
fair, efficient, effective and transparent personnel administration, in accordance with the applicable law 
and subject to any applicable collective agreement. 

• The Manual is intended to create a framework for decision-making in respect of human resources 
management in the Municipality. As such it attempts to establish a set of rules for the consistent 
interpretation and application of collective agreements and legislation governing human resources 
management in the Municipality. 

The policies contained in the document cover most of the human resources management issues that the 
Municipality experiences from day to day. 

• The Manual contains the human resources policies and procedures of the Impendle Municipality. 

• The policies and procedures prescribed in the Manual apply to all employees of the Municipality. 

• The Municipal Manager and departmental heads are responsible and accountable for the implementation 
and application of the policies and procedures. 

• The policies and procedures contained in the Manual must be read together with, and interpreted 
consistently with, the relevant collective agreements and legislation. 

• Whenever there is a conflict or inconsistency between any policy contained in the Manual and any 
collective agreement or legislation, the provisions of such collective agreement or legislation prevails. 

• Where the policies and procedures contained in the manual differ from the conditions of service currently 
applicable to the section 57 employees, in terms of their employment contracts the specific conditions of 
service in the employment contracts will prevail. 

During the 2011/12 financial year a review of policies was done and the Municipality developed 
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comprehensive human resources Policy Manual. 

The policies basically consist of both human resoures and corporate operational and 
procedural policy framework. The goals of the human resource policy framework are to: 

The goals of the human resource strategy are to: 


• Ensure that the required number of employees with the required skills and expertise are available 
when needed 

• Ensure sound labour relations 

• Ensure that employees are developed in accordance with the Work Place Skills Plan 

• Enhance the quality of institutional and individual performance; 

• Ensure that all relevant human resource systems are established and implemented 

• Promote Occupational Health and Wellness Services 


Table 4.1.1: Staff availability as measured by % absenteeism, 2011/12 


Staff availability as measured by % 

absenteeism 

Employee attendance 
register 



Improvement in the positive employee 
climate 

None 




COMPONENT B: CAPACITATING MUNICIPAL WORKFORCE 

4.2 Skills Development and Training 

COMPONENT C: MANAGING THE WORKFORCE EXPENDITURE 

4.3 Employment Equity Plan 

The Employment Equity Act No. 55 of 1998 requires the Impendle Municipality to prepare an Employment 
Equity Plan. 

This Employment Equity Plan has been prepared in terms of the requirements set out in section 20 (1) of the 
Act. 

The Employment Equity Plan covers a 5 year period, namely from 2012 to 2016. 
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The Municipality will report on progress each year as prescribed by the Act and will review and update the Plan 
as required. 

It is important that the Employment Equity Plan reflects the shared vision for the Municipality. 

The Municipality has an established Local Labour Forum which is party to this plan. 

The Local Labour Forum comprises representatives of the Council as well as trade unions. 

The LLF will assist the Municipal Manager and the Council in monitoring progress on the implementation of the 
Plan. 


Table 4.4.1: Employment equity statistics 


Employment Equity Target 

Actual employee 

statistics as on 30 June 

2012 

% of staff employed in the three highest levels of management should be Black people 

100% 

% of staff employed in the three highest levels of management should be women 

0% 

% of staff employed in different categories and levels should be people with disabilities 

0% 

50% of staff employed in different categories and levels should be black people 

100 


4.4 Employment Policies and Practices 

The Municipality analysed current employment practices and policies to identify barriers to employment equity. 
Questionnaires were sent out to all employees for completion. 

The assistance of the local labour forum was utilised to: 

► determine employee's perceptions with regard to barriers to achieving employment equity; 

► provide employees with an opportunity to propose positive measures to achieve employment equity within 
the workplace 

No employment barriers were identified by employees. 

The municipality has finalised and adopted an extensive Fluman Resources Policy Manual that complies with 
current legislation and that does not discriminate against any person. 

The policy manual has been audited to ensure that no discrimination exists because of a policy. 
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Table 4.4.2; Employment Equity Representation by Sex, and Race, June 2011 


Occupational 

Categories 

Femaie 

Male 

TOTAL 

African 

Coioured 

Indian 

White 

Totai 

African 

Coioured 

Indian 

White 

Totai 

Top 

Management 






1 





1 

Senior 

Management 






2 



1 


3 

Professionaily 

quaiified and 

experienced 

specialist and 

mid 

management 

2 





3 





5 

Skilied 

technicai and 

academicaliy 

quaiified 

worker, junior 

management, 

supervisors, 

foremen and 

superintendents 

1 





5 





6 

Semi-skilied 

and 

discretionary 

decision 

making 

17 





15 

1 




33 

Unskilied and 

defined 

decision 

making 

8 





17 





25 
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TOTAL 

PERMANENT 

35 





50 

1 


1 


87 

% 


1.89% 

0,03% 

3,24% 

29,5% 

59,94% 

3,08% 

0,05% 

7,44% 

70,5% 

100,00 

People with 

disability 



Table 4.4.3: Employment Equity Representation by Sex in 2011 and 2012 



Year 

No. 

Percentage 

Males 

2011 

46 

68% 

2012 

52 

58% 

Females 

2011 

24 

44% 


2012 

37 

41% 





Table 4.4.4: Comparison of the staff estabiishment, 2011 and 2012 




End of June 2011 

End June 2012 

Filled permanent posts 

34 

67 

Filled contract posts 

30 

22 

Vacant posts 

37 

17 

Total 

101 

106 


End June 2011 

Department 

Incumbents 

Vacancies 

Posts 

Office of the Municipal Manager 


1 

10 





Community and Corporate Services 


6 

26 

Infrastructural Services & Planning 






4 

22 

Finance 


9 

15 
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Total 


20 

73 


Table 4.4.5: Trends of total employee related costs, 2010/11 


Year 

Total Employee Related Costs 

Total Expenditure 

Total Employee Related Costs as % of 

Total Expenditure 

2009/10 




2010/11 





Table 4.4.6 shows the expenditure on employee related costs during the last two financial years. 


Table 4.4.6: Employee related costs, 2010 and 2009 



2011 

2010 

Employee related costs - salaries and wages 



Employee related costs - contributions for UIF, pensions, and medical aid 



Travel, motor car, accommodation, subsistence and other allowances 



Housing benefits and allowances 



Overtime payments 



Performance bonuses 



Long-service awards 



Provision for bonuses 



Current service cost 



Provision for leave 



Total employee related costs 




Table 4.4.7 shows the trends of total employee related costs over the last seven (7) years when 
expressed as a percentage of total expenditure. 

Table 4.4.7 trends of total employee related costs over the last seven, 2003-2011 


71 I Page 






Year 

Total Employee 

Related Costs 

Total Expenditure 

Total Employee Related Costs as % of Total 

Expenditure 

2003/4 




2004/5 




2005/6 




2006/7 




2007/8 




2008/9 




2009/10 




2010/11 





Table 4.4.8; Total employee related costs, 2007/08-2010/11 


Year 

Total Employee 

Total Income 

Total Employee Related Costs as % of Total 

Income 

2010/11 




2009/10 




2008/9 




2007/8 





Table 4.4.9: Overtime costs, 2007/08-2010/11 


Year 

Total Employee 

Overtime Costs 

Overtime Costs as % of Total Employee Related 


Related Costs 


Costs 

2010/11 




2009/10 




2008/9 




2007/8 





Table 4.4.10: Allocation of overtime costs to the different Directorates during the 2010/11 financiai year 


Directorate 


Amount Spent on Overtime (R) 
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Office of the Municipal Manager 


Corporate Services 


Fresh Produce Market 


Finance 


Community and Social Development 


Economic Development 


Flousing 


Infrastructure 


Water 


Centlec 


Total 



4.5 Disclosure ofinformation 


The remuneration of the ILM's Councillors was as follows: 

Table 4.5.1: Remuneration of Councillors over the last two financial years, 2010/11 and 2009/10 


Remuneration of Councillors 

2011/12 

2010/11 

Mayor 



Deputy Mayor 



Speaker 



Chief Whip 



MMCs Members 



Councillors 



Councillors' Medical and Pension Contributions 



Total Councillors' Remuneration 




The remuneration of the of the ILM's senior officials was as follows: 


Table 4.5.2 remuneration of the of the ILM's senior officials, 2009/10-2010/11 


Remuneration of the Municipal Manager 

2011/12 

2010/11 

Annual remuneration 
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Car allowance and cell phone 



Contribution to UIF, medical and 



Other benefits or allowances 



Pension Contributions 



Total 






Remuneration of the CFO 



Annual remuneration 



Car allowance and cell phone 



Other benefits or allowances 



Contribution to UIF, medical and pension funds 



Total 






Remuneration of the CEO 2010 



Annual remuneration 




Car allowance 



Other benefits or allowances 



Total 






Remuneration of the ED: Community and Sociai 

(A 1 A M 



Annual remuneration 



Pension contributions 



Car allowance 



Medical aid contributions 



Other benefits or allowances 



Total 






Remuneration of the ED: Corporate Services 



Annual remuneration 



Car allowance 



Other benefits or allowances 



Total 
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Remuneration of the ED: Economic Development And 



Annual remuneration 



Car allowance 



Contribution to UIF, medical and pension funds 



Total 






Remuneration of the ED: Infrastructure 



Annual remuneration 



Car allowance and cell phone 



Medical aid 



Other benefits or allowances 



Total 

1 247 514 

1 180 798.73 




Remuneration of the ED: Regional Operations 




Annual remuneration 

1 240 158 


Car allowance and cell phone 

168 000 


Medical aid 

17 753 


Total 

1 425 415 



4.6 Retirement Funds 

Impendle Local Municipality employees are members of the following Retirement Funds: 


Table 4.6.1: Retirement Funds, 2011 


Name of Fund 

Membership 

Employer 

Contribution 




Povident Fund 

50 

R594702.27 

Pension Fund 

06 

R52431.40 

Retirement Fund 

Nil 

RO.OO 




Old Mutual Orion Pension Fund 
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The following retirement funds claims were processed for the period 1 June 2010 - 30 June 2011. 


Table 4.6.2: Retirement funds claims, 2011 



Death 

Retirement 

Resignation 

Dismissal 

Ill-Health 







Provident Fund 

0 

0 

01 

0 

0 

Pension Fund 

0 

0 

0 

0 

0 

Retirement Fund 

0 

0 

0 

0 

0 







TOTAL 



01 

0 

0 


With regard to future risks or liabilities the following number of employees is due for compulsory 
retirement within the 2011/2012 financial year. 


Table 4.6.3: Number of employees due for compulsory retirement within 2011/12 financial year 


Name of Fund 

Number of employees 

TOTAL 

Non 


4.7 Medical Aid Schemes 


The following Medical Aid Schemes are accredited by the SALGBC. 
Table 4.7.1: List of Medical Aid Schemes accredited by SALGBC, 2011 


Name of Medical Aid Scheme 

Membership 

Key Health 

1 

Bonitas 

2 

Hosmed 

8 

Samwumed 

18 

LA Health 

3 

Total 

32 
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5 FINANCIAL STATEMENTS AND AUDIT REPORTS 


COMPONENT A: FINANCIAL PERFORMANCE 

5.1. Statements of Financial Performance 

Actual spend employee costs in Impendle is above the expected norm. Costs on Repairs & 
Maintenance are below the benchmark norm of 20%. However the actual ratio is slightly above the budget 
range of 5,4% (Adjusted). 

Table 5.1.1: Operating Ratios (Provisional), 2011 


Detail 

% 

Employee cost 


Repairs and maintenance 

5.86% 

Finance charges and depreciation 

6.89% 


5.2. Grants 

Table 5.2.1: Financial Overview, 2012 


Details 

Original Budget 

Adjustment Budget 

Actual 


R'OOO 

R'OOO 

R'OOO 

Income 




Grants 

38 899 

52 659 

36 024 

Taxes, levies and tariffs 

997 

1003 

759 

Other 

4 146 

4 233 

1276 

Subtotal 

44 042 

57 895 

38 059 

Less expenditure 

44 042 

57 895 

30 442 

Net total* 



10 606 

♦Note: 

<^1 irnli ic /inofiriti 
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5.3. Supply Chain Officials Competency Levels 


Chapter 6 of the Municipal Regulations on Minimum Competency Levels states that: 

"The accounting officer and any other official of a municipality and municipal entity involved in 
the implementation of the SCM Policy of the municipality and municipal entity must generally have the 
skills, experience and capacity to assume and fulfill the responsibilities and exercise the functions and power 
in respect of Supply Chain Management." 

The regulations only indicate the minimum competency levels for Heads and Managers in Supply Chain 
Management and do not make reference to the minimum competency levels for SCM officials who are not 
in Management Positions. 

After consultation with National Treasury, the minimum competency levels should be determined by 
the Municipality. 

The following was indicated as a guideline: 

• Supervisors 

o Minimum of 2 years experience related to Job Functions 
o Qualification related to Job Functions 
o Fully understand the SCM Policy & Procedures 
• SCM Officials 

o Minimum of 1 year experience related to Job Functions 
o General understanding of the SCM Policy & Procedures 

As part of the competency level assessment, all SCM officials will be requested to submit their qualifications 
to the Acting CFO. This will be co-ordinated by the Senior Accountant: SCM & Treasury. Our internal audit unit 
will be involved in the assessment of all the officials at the SCM Unit. 
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Impendle Municipality 


Annual Financial Statements for the year ended June 30, 201 2 

Statement of Financial Position 


Figures in Rand 

Note(s) 

2012 

2011 

Assets 




Current Assets 




Trade and other receivables 

9 

142,710 

114,767 

VAT receivable 

10 

4,183,108 

2,185,873 

Prepayments 

8 

66,050 

- 

Consumer debtors 

11 

477,897 

395,623 

Cash and cash equivalents 

12 

15,685,329 

5,047,129 



20,555,094 

7,743,392 

Non-Current Assets 




Investment property 

4 

7,800,000 

6,064,610 

Property, plant and equipment 

5 

36,692,793 

26,225,855 

Intangible assets 

6 

250,242 

310,848 



44,743,035 

32,601,313 

Total Assets 


65,298,129 

40,344,705 

Liabilities 




Current Liabilities 




Loans from economic entities- Short term 

7 

401,155 

401,155 

Trade and other payables 

16 

478,463 

148,635 

Unspent conditional grants and receipts 

14 

16,740,318 

4,055,470 

Provisions 

15 

1,734,407 

986,282 



19,354,343 

5,591 ,542 

Non-Current Liabilities 




Loans from economic entities- Long term 

7 

1,051,080 

1,452,235 

Total Liabilities 


20,405,423 

7,043,777 

Net Assets 

_ 

44,892,706 

33,300,928 

Net Assets 




Accumulated surplus 


44,892,706 

33,300,928 
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Impendle Municipality 

Annual Financial Statements for the year ended June 30, 201 2 


Statement of Financial Performance 


Figures in Rand 

Note(s) 

2012 

2011 

Revenue 

Rendering of services 


28,830 

15,708 

Property rates 

18 

629,360 

777,379 

Service charges 

19 

38,570 

36,280 

Rental of facilities and equipment 


188,407 

157,720 

Fines 


4,925 

6,531 

Licences and permits 


24,866 

14,072 

Government grants & subsidies 

20 

36,024,119 

26,900,083 

Fees earned 


- 

6,000 

Commissions received 


- 

1 1 ,092 

Other income 


171,181 

855,554 

Sale of Property 


- 

1,974 

Indemnity 


- 

500 

Fax & printing 


- 

6,681 

Sundry receipts 


- 

3,103 

Interest received - investment 

25 

949,059 

522,446 

Total Revenue 

_ 

38,059,317 

29,315,123 

Expenditure 

Salaries and wages 

23 

(11,632,445) 

(9,566,416) 

Remuneration of councillors 

24 

(1,352,378) 

(1,038,014) 

Transfer payments 


(3,150) 

- 

Depreciation and amortisation 

26 

(2,026,372) 

(1,296,880) 

Impairment loss/ Reversal of impairments 


(43,186) 

(15,021) 

Finance costs 

27 

(173,626) 

(212,508) 

Debt impairment 


- 

(553,018) 

Collection costs 


(1,896) 

- 

Repairs and maintenance 


(1,704,247) 

(944,443) 

Contracted services 

29 

(318,833) 

(400,822) 

Grant funded expenditure 

30 

(1,218,634) 

(3,600,407) 

General Expenses 

22 

(9,184,916) 

(6,725,328) 

Total Expenditure 

— 

(27,659,683) 

(24,352,857) 

Surplus for the year 

— 

10,399,634 

4,962,266 
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Impendle Municipality 

Annual Financial Statements for the year ended June 30, 201 2 

Statement of Changes in Net Assets 




Accumulated 

Total net 

Figures in Rand 

surplus 

assets 


Balance at OUuly 2010 28,338,662 28,338,662 

Changes in net assets 


Surplus for the year ended 30 June 201 1 4,962,266 4,962,266 


Total changes 

4,962,266 

4,962,266 

Opening balance as previously reported 

33,300,928 

33,300,928 

Balance at July 01, 2011 as restated 

33,300,928 

33,300,928 

Changes in net assets 



Fair value gains, net of tax: Land and buildings 

1,192,144 

1,192,144 

Net income (losses) recognised directly in net assets 

1,192,144 

1,192,144 

Surplus for the year ended 30 June 2012 

10,399,634 

10,399,634 

Total recognised income and expenses for the year ended 30 June 201 2 

11,591,778 

11,591,778 

Total changes 

11,591,778 

11,591,778 

Balance at June 30, 2012 

44,892,706 

44,892,706 


Note(s) 
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Impendle Municipality 


Annual Financial Statements for the year ended June 30, 2012 

Cash Flow Statement 


Figures in Rand 

Note(s) 

2012 

2011 

Cash flows from operating activities 




Receipts 

Grants and subsidies received 


43,024,119 

23,043,201 

Interest income 

— 

949,059 

43,973,178 

522,446 

23,565,647 

Payments 

Employee costs 


(11,987,797) 

(10,604,430) 

Suppliers 


(7,753,265) 

(8,589,604) 

Finance costs 

31 

(173,626) 

(19,914,688) 

(212,508) 

(19,406,542) 

Net cash flows from operating activities 

— 

24,058,490 

4,159,105 

Cash flows from investing activities 

Purchase of property, plant and equipment 

5 

C 

(12,339,397) 

(6,393,620) 

Purchase of other intangible assets 

D 

(93,307) 

(24,335) 

Non cash items 


(586,432) 

13,868 

Net cash flows from investing activities 

— 

(13,019,136) 

(6,404,087) 

Cash flows from financing activities 

Loan (payments) / receipts 

— 

(401,154) 

(319,091) 

Net increase/(decrease) in cash and cash equivalents 


10,638,200 

(2,564,073) 

Cash and cash equivalents at the beginning of the year 

12 

5,047,129 

7,611,202 

Cash and cash equivalents at the end of the year 


15,685,329 

5,047,129 
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Impendle Municipality 


Annual Financial Statements for the year ended June 30, 201 2 

Accounting Policies 


1. Presentation of Annual Financial Statements 


The annual financial statements have been prepared in accordance with the Standards of Generally Recognised 
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards 
Board. 


These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistently applied, are disclosed below. 


These accounting policies are consistent with the previous period, except for the changes set out in note First-time 
adoption of Standards of GRAP. 

1 .1 Significant judgements and sources of estimation uncertainty 


In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these 
estimates which may be material to the annual financial statements. Significant judgements include: 

Trade receivables or loans and receivables 


The municipality assesses its trade receivables and loans and receivables for impairment at the end of each reporting 
period. In determining whether an impairment loss should be recorded in surplus or deficit, the surplus makes judgements 
as to whether there is observable data indicating a measurable decrease in the estimated future cash flows from a 
financial asset. 


The impairment for trade receivables and loans and receivables is calculated on a portfolio basis, based on historical loss 
ratios, adjusted for national and industry-specific economic conditions and other indicators present at the reporting date 
that correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the portfolio and 
scaled to the estimated loss emergence period. 


Fair value estimation 


The fair value of financial instruments traded in active markets (such as trading and available- for-sale securities) is based 
on quoted market prices at the end of the reporting period. The quoted market price used for financial assets held by the 
municipality is the current bid price. 
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The fair value of financial instruments that are not traded in an active market (for example, over-the counter derivatives) is 
determined by using valuation techniques. The municipality uses a variety of methods and makes assumptions that are 
based on market conditions existing at the end of each reporting period. Quoted market prices or dealer quotes for similar 
instruments are used for long-term debt. Other techniques, such as estimated discounted cash flows, are used to 
determine fair value for the remaining financial instruments. 


The carrying value of trade receivable and payable are assumed to approximate their fair values. 


Impairment testing 


The recoverable (service) amounts of individual assets and cash-generating units have been determined based on the 
higher of value-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and 
assumptions. 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable. If there are indications that impairment may have occurred, estimates are 
prepared of expected future cash flows for each group of assets. 

Provisions 


Provisions were raised and management determined an estimate based on the information available. Additional disclosure 
of these estimates of provisions are included in note 15 - Provisions. 
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Impendle Municipality 


Annual Financial Statements for the year ended June 30, 2012 

Accounting Policies 


1 .1 Significant judgements and sources of estimation uncertainty (continued) 


Effective interest rate 


The municipality used the prime interest rate to discount future cash flows. 


Allowance for doubtful debts 


On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future 
cash flows discounted at the effective interest rate, computed at initial recognition. 

Useful lives of property, plant and equipment and intangible assets 


The minicipality's management determines the estimated useful lives and related depreciation charges for property, plant 
and equipment and intangible assets. This estimate is based on the condition and use of the individual assets, in order to 
determine the remaining period over which the asset can and will be used. 

1.2 Investment property 


Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital 
appreciation or both, rather than for: 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 


Owner-occupied property is property held for use in the production or supply of goods or services or for administrative 
purposes. 


Investment property is recognised as an asset when, and only when, it is probable that the future economic benefits or 
service potential that are associated with the investment property will flow to the enterprise, and the cost or fair value of 
the investment property can be measured reliably. 


Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 
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Where investment property is acquired at no cost or for a nominal cost, its cost is its fair value as at the date of acquisition. 


Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a 
property. If a replacement part is recognised in the carrying amount of the investment property, the carrying amount of the 
replaced part is derecognised. 


Fair value 


Subsequent to initial measurement investment property is measured at fair value. 


The fair value of investment property reflects market conditions at the reporting date. 


A gain or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises. 


If the municipality determines that the fair value of an investment property under construction is not reliably determinable 
but expects the fair value of the property to be reliably measurable when construction is complete, it measures that 
investment property under construction at cost until either its fair value becomes reliably determinable or construction is 
completed (whichever is earlier). If the municipality determines that the fair value of an investment property (other than an 
investment property under construction) is not reliably determinable on a continuing basis, the municipality measure that 
investment property using the cost model (as per the accounting policy on Property, plant and equipment). The residual 
value of the investment property is then assumed to be zero. The entity apply the cost model (as per the accounting policy 
on Property, plant and equipment) until disposal of the investment property. 


Once the municipality becomes able to measure reliably the fair value of an investment property under construction that 
has previously been measured at cost, it measures that property at its fair value. Once construction of that property is 
complete, it is presumed that fair value can be measured reliably. If this is not the case, the property is accounted for using 
the cost model in accordance with the accounting policy on Property, plant and equipment. 
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Impendle Municipality 


Annual Financial Statements ter the year ended June 30, 201 2 

Accounting Policies 


1.2 Mergers (continued) 

Compensation from third parties for investment preperty that was impaired, lost or given up is recognised in surplus or 
deficit when the cempensation becomes receivable. 

When classification is difficult, the criteria used to distinguish investment property frem owner-occupied property and from 
property held fer sale in the ordinary course of business, are as follows: 

1.3 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of or services, rental to others, or for administrative purposes, and are expected to be used during more 
than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to 

the municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset te 
the location and condition necessary for it to be capable of operating in the manner intended by management. Trade 
discounts and rebates are deducted in arriving at the cost. 


Where an item of property, plant and equipment is acquired at no cost, or for a nominal cost, its cost is its fair value as at date 
of acquisition. 


Where an item of property, plant and equipment is acquired in exchange for a non -monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was net determinable, it's deemed cost is the carrying amount of the asset(s) given up. 


When significant components of an item of property, plant and equipment have different useful lives, they are accounted for 
as separate items (major components) of property, plant and equipment. 


Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
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subsequently to add to, replace part of, or service It. If a replacement cost Is recognised In the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part Is derecognised. 


The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included In the cost of property, plant and equipment, where the entity Is obligated to Incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 


Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the 
location and condition necessary for it to be capable of operating In the manner Intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included In property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used In connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 

Major Inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement In the cost of the Item of property, plant and equipment. Any 
remaining inspection costs from the previous inspection are derecognised. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 

Property, plant and equipment Is carried at cost less accumulated depreciation and any impairment losses. 
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Impendle Municipality 

Annual Financial Statements for the year ended June 30, 201 2 

Accounting Policies 


1 .3 Property, plant and equipment (continued) 

The useful lives of items of property, plant and equipment have been assessed as follows: 


Ite 

m 

Buildings 

Plant and machinery 
Furniture and fixtures 
Motor vehicles 
Office equipment 

• Computer Flardware 

• Office Machines 
IT equipment 
Computer software 
Infrastructure 
Community 

• Sports Fields 

• Security Measures 3 

• Security Measures 5 
Communication equipment 

Other property, plant and equipment 

• Kitchen Equipment 

• Routes 


Average useful life in 
years 

30 

10- 15 

10 

5-7 

4 

3-5 

4 

3-5 

15 

30 

3 

5 
5 

5 

30 


The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. 
If the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless 
expectations differ from the previous estimate. 


Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 


The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 
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Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. 


The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit 
when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 


1.4 Intangible assets 


An asset is identified as an intangible asset when it: 

• is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged, 
either individually or together with a related contract, assets or liability; or 

• arises from contractual rights or other legal rights, regardless whether those rights are transferable or separate 
from the municipality or from other rights and obligations. 


An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

• the cost or fair value of the asset can be measured reliably. 


Intangible assets are initially recognised at cost. 


Where an intangible asset is acquired at no cost or for a nominal cost, its cost is its fair value as at the date of acquisition. 
Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is 
incurred. 
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Impendle Municipality 

Annual Financial Statements for the year ended June 30, 201 2 

Accounting Policies 


1 .4 Intangible assets (continued) 


An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 

• it is technically feasible to complete the asset so that it will be available for use or sale. 

• there is an intention to complete and use or sell it. 

• there is an ability to use or sell it. 

• it will generate probable future economic benefits or service potential. 

• there are available technical, financial and other resources to complete the development and to use or sell the 
asset. 

• the expenditure attributable to the asset during its development can be measured reliably. 

Subsequent to initial measurement intangible assets are carried at cost less any accumulated amortisation and 
any accumulated impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no 
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential. 
Amortisation is not provided for these intangible assets, but they are tested for impairment annually and whenever there is 
an indication that the asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis 
over their useful life. 


The amortisation period, residual value, if any, and the amortisation method for intangible assets are reviewed at the end of 
each reporting date. If the expectations differ from previous estimates, the change is accounted for as a change in 
accounting estimate. 

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised 
as intangible assets. 

The useful lives of intangible assets have been assessed as follows: 

Item Useful life 

Computer software 3 - 5 years 


Intangible assets are derecognised on disposal, or when no future economic benefits or service potential are expected from 
its use or disposal. 


The gain or loss arising from the derecognition of an intangible asset is determined as the difference between the net 
disposal proceeds, if any, and the carrying amount of the intangible asset. Such difference is recognised in surplus or 
deficit when the intangible asset is derecognised. 


1.5 Financial instruments 
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Classification 


The municipality classifies financial assets and financial liabilities into the following categories: 

• Financial assets at fair value through surplus or deficit - designated 

• Loans and receivables 


Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at initial 
recognition. Classification is re- assessed on an annual basis, except for derivatives and financial assets designated as at fair 
value through surplus or deficit, which shall not be classified out of the fair value through surplus or deficit category. 

Initial recognition and measurement 

Financial instruments are recognised initially when the municipality becomes a party to the contractual provisions of the 
instruments. 

The municipality classifies financial instruments, or their component parts, on initial recognition as a financial asset, a 
financial liability or an equity instrument in accordance with the substance of the contractual arrangement. 

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not 
determinable, which are measured at cost and are classified as available-for-sale financial assets. 
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Impendle Municipality 


Annual Financial Statements for the year ended June 30, 201 2 

Accounting Policies 


1.5 Financial instruments (continued) 

For financial instruments which are not at fair value through surplus or deficit, transaction costs are included in the initial 
measurement of the instrument. 

Transaction costs on financial instruments at fair value through surplus or deficit are recognised in surplus or deficit. 
Regular way purchases of financial assets are accounted for at . 

Subsequent measurement 

Financial instruments at fair value through surplus or deficit are subsequently measured at fair value, with gains and 
losses arising from changes in fair value being included in surplus or deficit for the period. 

Net gains or losses on the financial instruments at fair value through surplus or deficit dividends and interest. 

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less 
accumulated impairment losses. 

Impairment of financial assets 

At each end of the reporting period the municipality assesses all financial assets, other than those at fair value through 
surplus or deficit, to determine whether there is objective evidence that a financial asset or group of financial assets has 
been impaired. 

For amounts due to the municipality, significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy and default of payments are all considered indicators of impairment. 


In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value of the 
security below its cost is considered an indicator of impairment. If any such evidence exists for available-for-sale financial 
assets, the cumulative loss - measured as the difference between the acquisition cost and current fair value, less any 
impairment loss on that financial asset previously recognised in surplus or deficit - is removed from equity as a 
reclassification adjustment in other comprehensive income and recognised in surplus or deficit. 


Impairment losses are recognised in surplus or deficit. 


Impairment losses are reversed when an increase in the financial asset's recoverable amount can be related objectively to 
an event occurring after the impairment was recognised, subject to the restriction that the carrying amount of the financial 
asset at the date that the impairment is reversed shall not exceed what the carrying amount would have been had the 
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impairment not been recognised. 


Reversals of impairment losses are recognised In surplus or deficit except for equity investments classified as available- 
for-sale. 


Impairment losses are also not subsequently reversed for avallable-for-sale equity investments which are held at cost 
because fair value was not determinable. 


Where financial assets are Impaired through use of an allowance account, the amount of the loss Is recognised in surplus 
or deficit within operating expenses. When such assets are written off, the write off is made against the relevant allowance 
account. Subsequent recoveries of amounts previously written off are credited against operating expenses. 

Loans to (from) economic entities 

These include loans to and from controlling entitles, follow controlled entitles, controlled entitles, joint ventures and 
associates and are recognised Initially at fair value plus direct transaction costs. 

Loans to economic entities are classified as loans and receivables. 

Loans from economic entitles are classified as financial liabilities measured at amortised cost. 

Receivables from exchange transactions 
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Annual Financial Statements for the year ended June 30, 201 2 

Accounting Policies 


1.5 Financial instruments (continued) 


Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using 
the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in surplus 
or deficit when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, 
probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more 
than 30 days overdue) are considered indicators that the trade receivable is impaired. The allowance recognised is 
measured as the difference between the asset’s carrying amount and the present value of estimated future cash flows 
discounted at the effective interest rate computed at initial recognition. 


The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is 
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectible, it is written off against 
the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against 
operating expenses in surplus or deficit. 


Trade and other receivables are classified as loans and receivables. 
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1.5 Financial instruments (continued) 

Payables from exchange transactions 

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective 
interest rate method. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments 
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These 
are initially and subsequently recorded at fair value. 

Bank overdraft and borrowings 

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost, 
using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the settlement 
or redemption of borrowings is recognised over the term of the borrowings in accordance with the municipality’s accounting 
policy for borrowing costs. 

1 .6 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease 
is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 

Operating leases - lessee 


Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference 
between the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset 
or liability. 


The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line 
basis over the lease term. 


Any contingent rent is recognised separately as an expense when paid or payable and are not straight-lined over the lease 
term. 
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1 .7 Impairment of cash-generating assets 


Cash- generating assets are those assets held by the municipality with the primary objective of generating a commercial 
return. When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a 
commercial return. 


Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematie 
recognition of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of finanoial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income 
tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 
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1 .7 Impairment of cash-generating assets (continued) 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in 
use. Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as follow: 

1 .8 Share capital / contributed capital 

An equity instrument is any contract that evidences a residual interest in the assets of an municipality after deducting all of 
its liabilities. 

1.9 Provisions and contingencies 

Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at 
the reporting date. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if 
it is no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to 
settle the obligation. 


A provision is used only for expenditures for which the provision was originally recognised. 


Provisions are not recognised for future operating deficits. 


A constructive obligation to restructure arises only when an entity: 

• has a detailed formal plan for the restructuring, identifying at least: 

the activity/operating unit or part of a activity/operating unit concerned; 
the principal locations affected; 

the location, function, and approximate number of employees who will be compensated for services being 
terminated; 
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the expenditures that will be undertaken; and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that 
plan or announcing its main features to those affeoted by it. 

1.11 Revenue from exchange transactions 


Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in 
an increase in net assets, other than inoreases relating to contributions from owners. 


An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of goods, servioes or use of assets) to the other party in 
exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties 
in an arm’s length transaction. 

1.11 Revenue from non-exchange transactions 

Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly 
giving approximately equal value in exchange. 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in 
an increase in net assets, other than increases relating to contributions from owners. 
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CHAPTER 6: AUDITOR GENERAL AUDIT FINDINGS 


COMPONENT A: AUDITOR GENERAL OPINION OF FINANCIAL 
STATEMENTS 2010/11 

6.1. Auditor General Reports 2011/12 


REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL LEGISLATURE 
AND THE COUNCIL ON IMPENDLE MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the financial statements of the Impendle Municipality set out on pages XX to XX, 
which comprise the statement of financial position as at 30 June 2012, the statement of financial 
performance, statement of changes in net assets and the cash flow statement for the year then 
ended, and the notes, comprising a summary of significant accounting policies and other 
explanatory information. 

Accounting Officer’s responsibility for the financiai statements 

2. The accounting officer is responsibie for the preparation and fair presentation of the financiai 
statements in accordance with the South African Standards of Generaiiy Recognised Accounting 
Practice (SA Standards of GRAP) and the requirements of the Locai Government: Municipai Finance 
Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and Division of Revenue Act of 
South Africa, 2011 (Act No. 6 of 2011) (DoRA), and for such internai control as the accounting officer 
determines is necessary to enabie the preparation of financiai statements that are free from materiai 
misstatement, whether due to fraud or error. 


Auditor-Generai’s responsibiiity 

3. My responsibility is to express an opinion on the financial statements based on my audit. I 
conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 
2004) (PAA), the Generai Notice issued in terms thereof and International Standards on Auditing. 
Those standards require that I comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s judgement, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the municipality’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the municipality’s internal control. An audit also 
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includes evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for 
my audit opinion. 

Opinion 

6. In my opinion, the financial statements present fairly, in all material respects, the financial position of 
the Impendle Municipality as at 30 June 2012, and its financial performance and cash flows for the 
year then ended in accordance with the SA Standards of GRAP and the requirements of the MFMA 
and DoRA. 


Emphasis of matters 

7. I draw attention to the matters below. My opinion is not modified in respect of these matters. 

Material under spending of conditionai grants 

8. As disclosed in note 14, the municipality has materially under spent on conditional grants received 
during the year by 43,9% in the amount of R1 6,7 million. 

Unaudited supplementary schedules 

9. The supplementary information set out on pages XX to XX does not form part of the financial 
statements and is presented as additional information. I have not audited these schedules and 
accordingly I do not express an opinion thereon. 

Additional matter 

1 0. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Material inconsistencies in other information included in the annual report 

11. I have not obtained the other information included in the annual report for my review and as such 
have not been able to identify any material inconsistencies with the financial statements. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

1 2. In accordance with the PAA and the General Notice issued in terms thereof, I report the following 
findings relevant to performance against predetermined objectives, compliance with laws and 
regulations and internal control, but not for the purpose of expressing an opinion. 

Predetermined objectives 

13. The annual performance report included in the annual report was not presented in time for audit and 
consequently my findings below are limited to the procedures performed on the strategic planning 
and performance management documents. 


101 [Page 



14. The information was assessed to determine whether performance indicators and targets are 
measurable (i.e. well defined, verifiable, specific, measurable and time bound) and relevant, as 
required by the National Treasury Framework for managing programme performance information 
(FMPPi). 

15. The material finding is as follows: 

Usefulness of information 
Measurability 

1 6. The FMPPI requires that performance targets be specific in clearly identifying the nature and 
required level of performance. The targets were not specific in clearly identifying the nature and the 
required level of performance. This was due to the fact that management was aware of the 
requirements of the FMPPI but chose not to apply the principles contained in the FMPPI. 

Compliance with laws and regulations 

17. 1 performed procedures to obtain evidence that the municipality has complied with applicable laws 
and regulations regarding financial matters, financial management and other related matters. My 
findings on material non-compliance with specific matters in key applicable laws and regulations as 
set out in the General Notice issued in terms of the PAA are as follows: 

Annual financial statements 

18. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122(1) of the MFMA. Material misstatements of 
property, plant and equipment, investment property, provisions, other income, contracted services 
and general expenses identified by the auditors were subsequently corrected, resulting in the 
financial statements receiving an unqualified audit opinion. 

National Environmental Management: Waste Act 

1 9. The municipality operated their waste disposal site without a waste management license or permit, in 
contravention of section 20(b) of the National Environmental Management: Waste Act of South 
Africa, 2008 (Act No. 59 of 2008) and section 20(1) of the Environmental Conservation Act of South 
Africa, 1989 (Act No. 73 of 1989). 

Human resource management 

20. Overtime worked by employees exceeded their working hours, which was in contravention of 
section 10 of the Basic Conditions of Employment Act of South Africa, 1997 (Act No. 75 of 1997). 

Internal control 

21 . 1 considered internal control relevant to my audit of the financial statements, annual performance 
report and compliance with laws and regulations. The matters reported below under the 
fundamentals of internal control are limited to the significant deficiencies that resulted in the findings 
on the annual performance report and the findings on compliance with laws and regulations included 
in this report. 

Leadership 

22. The accounting officer did not exercise adequate oversight over financial and performance reporting 
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and compliance as well as internal control. In this regard, the accounting officer did not periodically 
assess whether staff members had essential skills and knowledge to support the achievement of 
credible reporting and desired control objectives. 

Financial and performance management 

23. Adequate processes were not in place to communicate timely and relevant information to those 
charged with governance, in that monthly reporting was not effective. This is evidenced by material 
corrections in the financial statements, as well as compliance and performance findings. 

Governance 

24. The audit committee did not adequately assess the effectiveness of controls and responses to risks, 
as evidenced by material corrections in the financial statements and compliance findings. 



Pietermaritzburg 


30 November 2012 



AUDITOR-GENERAL 


SOUTH AFRICA 


Auditing to build public confidence 
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6 Municipal Action Plan on Auditor General's Report 


N 

0. 

A 

G 

R 

E 

F 

CLASSIFI 

CATION 

IMPACT 

ISSUE/FINDI 

NG 

AG's 

RECOMMENDATI 

ON 

PERSON 

RESPONSIBL 

E 

RECURRIN 

G ISSUE 

Y/N 

MANAGEME 

NT 

RESPONSE 

KPI 

TIMEFRA 

ME 

STATUS 

1 

1 

Misstatem 

ents in the 
AFS 

Expenditur 

e 

Overtime 
exceed ina 

30% of 
income limit - 

During the 
testing of 
overtime, it 

was 

discovered 

that 

management 
does not 

review 

overtime 

worked that is 
greater than 

30% of the 
monthiy saiary 
of the 
empioyee 

Steps should be 
taken to ensure that 

the BCEA are 
complied with, and 
that overtime is 
properly controlled, 
monitored and 
approved with a 
view to limiting 
abuse thereof. 

Mr G Ngcobo 

N 

A circular 

enforcing 

compliance 

with relevant 

legislation 

and 

introduction 

of effective 

control 

measures 

will be 

implemented 

Amended 

Overtime 

application 

form, 

checking of 

monthly 

payroll 

31 Jan 

2013 and 

ongoing 

monthly 


2 

2 

Non 

complianc 
e with with 

iaw and 

Performan 

ce 

Managem 

Performance 

report and 
annual report 
information 

Management 
should ensure that 

sound controls are 
put in place to 

Mr K Zulu 

Y 

The 

IDP/PMS 
office will 

ensure that 

To avoid a 
repetition 
hereof, the 
2012/13 

31 -Aug-1 3 

The Draft 

Annual 

Report was 
submitted 
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regulation 

s 

ent 

not 

submitted on 

time - the 
municipaiity 
did not submit 

its annuai 
performance 
report and 
annuai report 
information for 
audit purposes 
by the due 
date of 31 

August 2012, 
which is a 

contravention 

of section 

15(2){b) of the 
PAA, and 
paragraph D 

30 of the 2012 
AG Audit 
Directive, as 
pubiished in 
Generai 

Notice 839 of 
2011, issued 
in Government 
Gazette No. 

34783 on 28 

November 

2011. 

ensure timely 
completion and 
submission of the 
performance 
reports for audit 
purposes. 



the Annual 

Performance 
Report and 
draft Annual 
Report is 
submited on 
time in terms 

of section 
15{2)(b) of 
the PAA, and 
paragraph D 

30 of the 

2012 AG 

Audit 

Directive, as 
published. 

APR and 

draft AR will 

be 

submitted 
together 
with the 

APS 


for Internal 

Audit 

Activity and 
to the 

Auditor 

General's 

office 

3 

3 

Predeterm 

ined 

Objectives 

Performan 

ce 

Managem 

ent 

General kev 

Derformance 

indicators 

not Included 
in the 2011- 

12 IDP-The 

municipality is 

Management 
should institute 

internal controls to 

ensure that 
the general KPI's 
are included in the 

IDP as specified in 

Mr K Zulu 

Y 

The 

municipality 
will devise a 

method of 

accommodati 
ng the KPI's 

Consult with 

other 

Municipaliti 
es and 

Cogta to 
aquire best 

7-Feb-13 

Secure one 

on one 

meetings 

with 

Umsunduzi 

LM and 

UMDM 
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not in a 
position to 
monitor, 
measure and 
report against 
legislated 

KPI's 

the regulations 



in the IDP 

practices 


PMS 

Champions 

4 

4 

Misstatemen 

ts in the 

Annual 

performance 

Report 

Performan 

ce 

Managem 

ent 

Settina of 
oerformance 

taraets - 

Annual 
performance 
targets were 
not set for 
each of the 
development 
priorities and 
objectives for 
the financial 
year. No 
Budgeted 
figures 
entered per 

KPI 

The municipal 
manager and 
performance audit 
committee must 

develop and 

implement a 

compliance 
checklist that 

addresses all 

pertinent MSA and 
MFMA 

requirements. In 

this regard, the 
checklist must be 

monitored on a 
monthly basis to 
ensure that all the 
key requirements 
are adhered to, and 
instances of non- 
compliance must be 
subjected to quick 
corrective 

measures. 

Mr K Zulu 

N 

The 

municipality 
adheres to 

the MFMA 

Calender 
which will be 
part of the 
MANGO 
meeting 
agenda on 
monthly 
basis to 

ensure that 

the 

municipality 
complies with 
the 

deadlines. 

Furthermore, 

a 

comprehensi 
ve checklist 
will be 

prepared and 
complied 
with as 

recommende 

d. 

Consult with 

other 

Municipaliti 
es and 

Cogta to 
aquire best 
practices 

7-Feb-13 

Secure a 
date for a 2 
day 

workshop in 
the 2nd 
week of 
January 

5 

5 

Misstatemen 

ts in the 

Performan 

ce 

Settina of 

Key 

The municipal 
manager and perfor 

Mr K Zulu 

N 

The 

municipality 

Consult with 

other 

7-Feb-13 

Secure a 
date for a 2 
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Annual 

performance 

Report 

Managem 

ent 

Performanac 

e Indicators - 

Per Inspection 
of the IDP 
and PMS 
framework It 

was 

established 
that although 
key 

performance 
Indicators 
(KPIs) had 
been set, no 

Input 

Indicators, 

output 

Indicators and 

outcome 
Indicators, In 
respect of 
each of the 
development 
priorities 
were set 

mance audit 

committee must 
develop and 

Implement a 
compliance 
checklist that 

addresses all 
pertinent MSA 
requirements. In 
this regard, the 
checklist must be 

monitored on a 
monthly basis to 
ensure that all the 
key requirements 
are adhered to, and 
Instances of non- 
compliance must be 
subjected to quick 
corrective 

measures. 



adheres to 
the MFMA 

Calender 
which will be 
part of the 
MANGO 
meeting 
agenda on 
monthly 
basis to 

ensure that 

the 

municipality 
compiles with 
the 

deadlines. 

Furthermore, 

a 

comprehensi 
ve checklist 
will be 

prepared and 
compiled 
with as 

recommende 

d. 

Municipalltl 
es and 

Cogta to 
aquire best 
practices 


day 

workshop In 
the 2nd 

week of 
January 

6 

6 

Internal 

Control 

Deficiency 

ICT 

ADoroved IT 

aovernance 

Framework 

An IT 

governance 
framework has 

been 

developed, 
however, has 
not yet been 
Implemented. 

The municipal 
manager should 
ensure that the IT 

governance 
framework Is 
Implemented 
without further 
delay, to ensure 
that controls have 
been adequately 
designed. 

Implemented and 
are operating 

Mr A Mkhize 

N 

ITGF was 
approved by 
Council 
(2012/11/23). 
The 

Municipality 

will 

Implement 
the ICT 
Governance 
Framework 

In phases 
commencing 

Implements 
tion of the 

IT 

governance 

Framework 

In project 
phases 

3/31/2013 



107 [Page 









effectively. 



with the 

feasibility 

study 




7 


Internal 

Control 

Deficiency 

iCT 

ADDroved IT 
Strateaic 

Plan - A MSP 

has been 
developed, 
however has 
not yet been 
implemented, 
There was no 

IT strategic 
plan to assist 
and provide 
guidance to 
the IT 

manager with 
developing IT 
policies. 

In the absence of a 
government-wide IT 
strategic 
framework, 
assistance should 
be sought from the 
district 

municipality for the 
development of IT 
strategic policies 

Mr A Mkhize 

N 

MSP has 

been 

approved by 
Council 
(2012/11/23). 
The IT 

Officer will 

seek 

assistance 
from the 

distrcit 
municipality 
to develop 
Impendle 

LM's IT 
policies 

Approved IT 

strategic 

policies 

3/31/2013 


8 


Internai 

Controi 

Deficiency 

iCT 

Oraanisatlon 
al chart, 

name of the 
responsible 
person and 
job 

descriDtion - 

The HR 
department 
has not 
updated job 
descriptions 
according to 
the current 
updated roles 
and new 

duties of IT 

The HR department 
should update job 
descriptions for the 

IT personnel as a 
matter of urgency, 
and to get the IT 
personnel to 
acknowledge their 
understanding 
thereof by initialling 
the job descriptions. 
These should then 
be filed for internal 

control and audit 

purposes. 

Mr G S Ngcobo 

N 

All job 
descriptions 
will be 

reviewed and 

updated 

accordingly 

and will be 

signed by the 

relevant 

official 

Updating of 
Job 

Description 
s for IT 
Personnel, 
and 

aknowledge 
ment of 
staff by 
signing the 
JD's 

3/31/2013 
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personnei. 








9 


Internal 

Control 

Deficiency 

iCT 

Monitorina of 

service level 

aareements - 

The ICT 
steering 
committee has 
not yet been 
approved by 
council where 

the 

chairperson is 
the accounting 
officer. 

Monitoring of 

SLA 

agreements 
would be done 
by this 
structure. 

Management 
should prepare 
service level 
agreements with all 
the vendors 
providing IT 
services and have 
these signed by all 
relevant parties. 
Management 
should also monitor 
compliance with the 
agreed upon terms 
and conditions 
stipulated in the 

SLA’s. 

Mr A Mkhize 

N 

A report on 
establishmen 

t of an ICT 
steering 
committee 
will be 

submitted to 
ICouncil for 
adoption. 

Once 

adopted, the 

ICT steering 
committee 
will meet one 

a month to 

monitor the 

SLA's 

Approval of 

ICT steering 

committee. 

Monthly 

monitoring 

of SLA's by 

the 

committee 

3/31/2013 


1 

0 


Internai 

Controi 

Deficiency 

iCT 

ADoroved IT 
securitv 

Dolicv- There 
is no formally 
approved IT 
security policy 
to ensure data 
confidentiality, 
integrity and 
availability. 

In the absence of a 
government-wide IT 
security framework, 
assistance should 
be sought from the 
district 

municipality for the 
development of IT 
security policies. 
Where necessary, 
the skills of staff 

should be 
developed through 
appropriate training 
interventions. 

Mr A Mkhize 

N 

Policy 
adopted by 
Council on 
2012/11/23. 

Approved IT 

security 

policy 

11/23/201 

2 
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1 

1 


Internal 

Control 

Deficiency 

iCT 

Patch 

manaaement 

Drocedures 
and Drocess - 

There is no 
process in 
piace to 
ensure up-to- 
date security 
of aii systems 
software 
(patch 

management 
process) such 
as patches 
and updates 
regarding the 
operating 
system, anti- 
virus, firewail, 
etc. 

A patch 
management 
process which 
provides for 
updates regarding 
the operating 
system, anti-virus, 
etc. should be 

documented and 
approved by 
council. 

Mr A Mkhize 

N 

This was 

resolved in 

the ISS 
policy 

Approved 

ISS policy 

11/23/201 

2 


1 

2 


Internai 

Controi 

Deficiency 

iCT 

Emolovees’ 

current 

access and 

Drivileaes - 

There are no 
processes in 
piace to 
review 
periodicaiiy 
whether 
empioyees’ 
current access 
and privileges 
on all 

financial/perfor 

mance 

information 

Management 
should ensure that 

a user account 
management policy 
and procedures are 
developed, 
documented and 
formally approved 

Mr A Mkhize 

N 

The District 

ICT Cluster 
is working on 
this. Network 

access forms 

will be 
developed 
jointly with 

ICT Cluster 
and ICT 
Steering 
Committee. 

Approved 

user 

account 

manageme 
nt policy 
and 

procedures 

3/31/2013 



110 [Page 








systems are 
stiil 

commensurat 
e with their job 
responsibiiities 
.There are 

aiso no 
processes in 
piace for the 
independent 
review of 
activities of 
the person 
responsibie to 
give access to 
the users on 

aii the 

financiai 

systems. 








1 

3 


Internal 

Control 

Deficiency 

iCT 

ADDroved 
Drocedures/a 
uidellnes on 
how chanaes 
and UDorades 
to oackaaes 

systems are 

to be handled 

;There are no 
formally 
documented 
and approved 
processes to 
manage 
upgrades 
made to all 
financial/perfor 

mance 

information 

systems. 

Appropriate training 
interventions should 
take place to up 
skill existing staff 
with assistance 

from the district 
municipality. Applica 
tion change control 
standards and 
procedures should 
be developed and 
should include key 
elements such as 
ensuring that 
updates are 
approved and 
tested prior to 
implementation. 
Management 
should approve the 

Mr A Mkhize 

N 

The 

municipality 
has started 
the process 
of developing 
a draft 
change 
request form. 
Procedure 
guidelines 
will be 
developed 
jointly with 

ICT cluster to 

create a 

standard 

format. 

Approved 

change 

control 

standards 

and 

procedures 

3/31/2013 
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When an 
upgrade is 
made to these 
systems, no 
formai change 
request 
documentation 
is completed 
indicating the 
change to be 
made and the 

reasons for ail 
changes to the 
financial 
systems. 

change control 
standards and 
procedures 
document and 
compliance with the 
procedures and 
standards should 

be monitored 
regularly 







1 

4 


Internal 

Control 

Deficiency 

iCT 

Disaster 
recovery plan 

- Although the 
municipality 
has a disaster 
recovery plan, 
the 

municipality is 
awaiting 

MANGO to 

submit it to 

council for 
approval and 
for it to be 
work shopped 
with relevant 

staff. 

The accounting 
officer should 
ensure backup and 
restoration 

processes are 

established to 

ensure IT service 
continuity. In 
addition, the 
monitoring and 
testing of back-ups 
should be 

performed regularly 
to ensure that they 
are working as 
planned. 

Mr A Mkhize 

N 

Currently we 
are using the 
Nas Box for 
back-ups and 
in the 
process of 
acquiring the 
automated 
back up 
software for 
testing 
purposes. 

Monthly ICT 

Steering 

Committee 

meeting for 

monitoring 

backups 

6/30/2013 


1 

5 


Internai 

Controi 

Deficiency 

iCT 

Backup and 

retention 

strateav -A 

backup and 
retention 

The accounting 
officer should 
ensure backup and 
restoration 

processes are 

Mr A Mkhize 

N 

Currently we 
are using the 
Nas Box for 
back-ups and 
in the 

Monthly ICT 
Steering 
Committee 
meeting for 
monitoring 

30/06/201 

3 
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strategy has 
not been 
implemented 
and is still in 
process of 
development 

established to 

ensure IT service 
continuity. In 
addition, the 
monitoring and 
testing of back-ups 
should be 

performed regularly 
to ensure that they 
are working as 
planned. 



process of 
acquiring the 
automated 
back up 
software for 
testing 
purposes. 

backups 



1 

6 

7 

Non 

compliance 
with with law 

and 

regulations 

Budgeting 

Submission 
of aooroved 

annuai 

budaet and 

other 

documents - 

The 

municipality 
does not have 
adequate 
policies and 
procedures to 

ensure 

compliance 
with laws and 
regulations.no 
n-submission 

of returns 
delays the 
oversight and 
monitoring 
role of 

Treasury and 
could be 
regarded as 
financial 

misconduct 

Management 
should prepare the 
budget, and 
approve and submit 
it in accordance 
with legislated 
requirements. 

Mr T Pitout 

N 

The 

municipality 
adheres to 
the MFMA 

Calender and 
will be part of 
the MANGO 
meeting 
agenda on 
monthly 
basis to 

ensure that 

the 

municipality 
complies with 
the 

deadlines. 

MANGO 
meetings 
and the 

actual 

compliance 

Ten 

working 
days after 
Council 
approval 
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Annexures 


Annexure A: Counciltors, Committee Altocation and Council Attendance 

Annexure A (i): Counciltors, Committee Altocation and Council Attendance, Jan-to-Dec 2011-12 



ATTENDANCE : COUNCILLORS : IMPENDLE LOCAL MUNICIPAL COUNCIL MEETINGS : July 2011 - June 2012 



JUL 

AUG 

SEPT 

OCT 

NOV 

DEC 

JAN 

FEB 

MA 

APR 

MAY 

JUN 

% 

ATT 

NAME 

Ordi 

nary 

Ordin 

ary 

Ordin 

ary 

Ordinar 

y 

Ordin 

ary 

Ordina 

ry 

Ordin 

ary 

Ordin 

ary 

Ordi 

nary 

Ordinary 

Ordina 

ry 

Ordinary 

100 

CIr SG 

Ndlela 













100 

CIr CD 


With 

1 ... 











100 

CIrSM 

0 

0 

0 

0 



0 


0 

0 


0 

71,43 

CIr S 

Mlaba 


With 

leave 


0 





V 




100 

CIr P 

M «J. - 1 - 













100 

CIr N 

Mvelase 













100 

CIr HT 

With 

1 

•/ 
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Annexure A (ii): Counciltors, Committee Allocation and Council Attendance, Jan-to-Jun 2011 

Annexure B: Committees and Committee purposes 


Committees (other than Mayoral Committee) and Purposes of Committees 

Mayoral Committee 

Purpose of Committee 

Oversight & Public Accounts 

Monitor financial governance of the municipality; 

Oversight over the annual reports of the municipality; 

Monitor expenditure in terms of budget allocations against 

agreed service delivery and performance targets and hold 

executive and senior managers accountable for their 

Public Places and Street Naming 

The process for the control and regulation of the naming and 

renaming of geographical features in Impendle Metropolitan and 

to keep and maintain the names bank, which is a database 

consisting of existing geographical names within the municipal 

area. 

Remunerations 

Deal with matters of remunerations and benefits payable to 


employees and councillors; set guidelines for an equitable and 
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fair procedure for the determination of salaries / wages of 

employees and act in line with the guidelines and procedures 

provided by SALGA and the Bargaining Council on salaries / 

wages of employees. 

Rules 

Develop and administer the implementation of Standing Rules 

and Orders for the entire operations of Council; monitor 

municipality's adherence and compliance to national and 

provincial legislation and regulation. 

Budget Steering Committee 

Oversee the drafting and development of the municipal budget 

and full compliance to MFMA provisions 


Annexure C: Third Tier Administrative Structure 
Annexure D Functions of Municipality 


Municipal Functions 

Function Applicable 

to Municipality 

Constitution Schedule 4, Part B Functions; 


Air pollution 

NO 
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Building regulations 

YES 

Child care facilities 

NO 

Electricitity an gas reticulation 

NO 

Firefighting services 

NO 

Local tourism 

YES 

Municipal airports 

NO 

Municipal planning 

YES 

Municipal health services 

YES 

Municipal public transport 

YES 

Municipal public works only in respect of the needs of 

municipalities in the discharge of their responsibilities to 

administer functions specifically assigned to them under the 

Constitution of any other 

YES 

Potoons, ferries, jetties, piers, and harbours, excluding the 

NO 

regulation of international and national shipping and matters 


Stormwater management systems in built-up area 

YES 

Trading regulations 

YES 

Water and sanitation services limited to potable water supply 


systems and domestic waste-water and sewage disposal systems 


Beaches and amusement facilities 

NO 

Billboards and the display of advertisements in public places 

YES 

Cemeteries, funeral parlours and crematoria 

YES 

Cleansing 

YES 

Control of public nuisances 

YES 
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Control of undertakings that sell liquor to the public 

Yes 

Facilities for the accommodation -are and burial of animals 


Fencing and fences 

YES 

Licensing of dogs 

YES 

Licensing and control of undertakings that sell food to the public 

YES 

Local amenities 

YES 

Local sport facilities 

YES 

Markets 

YES 

Municipal abattoirs 

NO 

Municipal parks and recreation 

YES 

Municipal roads 

Yes (Maintenance) 

Noise pollution 

YES 

Pounds 

YES 

Public places 

YES 

Refuse removal, refuse dumps and solid waste disposal 

Yes 

Street trading 

YES 

Street lighting 

YES 

Traffic and parking 

YES 

*lf municipality indicate (Yes or No). 
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Annexure E: Ward Reporting 
Annexure F: Ward Information 


Capital Projects; Seven Largest in 2010/11 (Full List in Annexure X) 


No. 

Project Name and Detail 

Start Date 

End Date 

Total Value 





R'OOO 


Top Four Service Delivery Priorities for Ward (Highest Priority First) 


No. 


Priority Name and Detail 


Progress During 2010/11 


fExoenditure R' 0001 
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Appendix H: Long Term Contracts and Private Partnerships 


Long Contracts (20 Largest Contracts Entered into 2010/2011) 

Name of Service 

Provider (Entity 

of Municipal 

Department) 

Description of Services 

Rendered by the Service 

& Provider 

Start Date of 

Contract 

Expiry Date 

of Contract 

Project 

Manager 

Contract Value 

R' 000 

Nashua 

Lease of heavy duty 

multi-purpose 

photocopy machines 

09/12/2010 

08/12/2013 

GS Ngcobo 

Dependent 

upon monthly 

consumption, 

will not exceed 

Rim 

Vodacom 

Supply of municipal 
cellphones and modems 

01/03/2011 

28/02/2013 

GS Ngcobo 

Payment of R 
monthly and will 
not exceed Rim 

African Link and 

Lexus Nexus 

Supply of transport and 
accommodation services 

01/05/2011 

30/04/2013 

SG Ngcobo 

Charged as and 
when required by 
the municipality. 
Will not exceed 

Rim 


121 I P a g e 


Konica Minolta 

Supply of library multi- 
purpose photocopy 
machine 

20/04/2011 

30/04/2013 

GS Ngcobo 

Dependent upon 
monthly 

consumption, will 
not exceed Rim 

RQTech 

Supply of electronic 
document management 
system 

01/09/2010 

31/08/2012 

NN Zondi 

Payment when 
support is 
provided 

Softline Pastel 
(Pty) Ltd 

Supply of financial system 

11/04/2011 

10/04/2013 

TG Pitout 

Support services 
which will not 

exceed Rim 


Annexure J: Disclosures of Financial Interests of Counciltors 


Annexure 1 (i) Disctosures of Financial Interests of Counciltors AFTER 2011 Local Government 
Elections 


Annexure J (ii) Register of Financial Interests for Section 57 Employees 
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Revenue Collection Performance by Vote 


2010/11 

Current Year 2011/12 

2011/12 Variance 

Vote 

No./Description 

Actual 

Original 

Adjusted 

Actual 

Original 

Adjustments 



Budget 

Budget 


Budget 

Budget 

Executive & 

Council 

853 109 

6 060 

6 322 

663 763 

% 

% 

Budget & Treasury 

21 107 903 

5 363 

8 349 

25 026 251 

% 

% 

Infrastructure 

107 710 

507 

507 


% 

% 

Community & 

Social Services 

7 144 231 

17 176 

26 898 

1512 207 

- 

- 

Corporate 

81008 

3 748 

5 628 

200 

% 

6% 

Public Safety 


12 

12 


- 

- 

Housing 


432 

700 

75 612 

% 

% 

Sports & 

Recreation 


795 

801 


% 

% 

Planning 

400 

3 054 

4 946 

10 751 

% 

% 

Road Transport 


5 111 

1937 

29 984 

% 

% 

Environmental 

Protection 

20 762 

244 

244 


% 

% 
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Health 


175 

175 


% 

% 

Market Stalls 


494 

494 




Tourism 


882 

882 




Waste Water 
Management 


- 

- 




Total Revenue by 

29 315123 

44 042 

57 895 

38 059 317 



Variances are calculating by dividing the difference between actual and original/adjustments budgets by the actual. 


Annexure K (ii): Revenue Collection Performance by Source 


Revenue Collection Performance by Source 


2010/11 

Current Year 2011/12 

2011/12 Variance 

Description 

Actual 

Original 

Adjusted 

Actual 

Original 

Adjustments 



Budget 

Budget 


budget 

Budget 

Property rates 


924 

924 


% 

% 

Property rates - penalties & 


30 

40 




collection charges 







Service charges - electricity 

0 

0 

0 

0 

0% 

0% 

Revenue 
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Service charges - water 


0 


0 


Service charges - sanitation 

0 

0 

Service charges - refuse 


43 

Service charges - other 



Rentals of facilities & 


183 

Equipment 



Interest earned - external 


350 

Interest earned - outstanding 

debtors 


10 

Fines 


2 

Licences and permits 


28 

Agency services 


10 

Transfers recognised - 


2 523 

Other revenue 


39 940 

Gains on disposal of PPE 


. 

Environmental protection 


_ 

Total Revenue (excluding 

capital transfers and 

contributions) 


44 042 


0 


0 


0% 


0% 






0 

0 

0% 

0% 

39 


% 

% 





185 


% 

% 

500 


% 

% 

10 


% 

% 

6 


% 

% 

28 


% 

% 

25 




2 523 


% 

% 

53 616 


% 

% 



% 

% 





57 895 


% 

% 
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Variances are calculating by dividing the difference between actual and original/adjustments budgets by the actual. 


Annexure L: Conditional Grants Received: Excluding MIG 


Conditional Grants Excluding MIG 

Details 

Budget 

Adjustments 

Budget 

Actual 

Variance 

Major 

Conditions 

Applied by 

Donor 


R' 000 

R'OOO 

R'OOO 

Budget 

Adjustments 

Financial 

Management 

1500 

1500 

1500 

100% 

100% 


Municipal 

Systems 

Improvement 

790 

790 

790 

100% 

100% 


National 

Electrification 

Program Grant 

5 436 

5 886 

5 886 

108% 

100% 
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Library 

Services 

Grant 

85 

85 

85 

100% 

100% 


Sports & 

Recreation Grant 


150 

150 

0% 

100% 


Provincial Grant 

Corridor (Milling) 

- 

5 000 

5 000 

0% 

100% 


Provincial Grant 

Small Town 

- 

6 300 

6 300 

0% 

100% 


Total 

R7 811 

R14 711 

R14 711 




Variances are calculated by dividing the difference between actual and original/adjustments budget by the actual 


Annexure M: Capital Expenditure - New and Upgrade/Renewal Programmes 


Capital Expenditure - New Assets Programme 

R' 000 

Description 

2010/11 

2011/12 

Planned Capital Expenditure 
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Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

FY + 1 

FY + 2 

FY + 3 

Capital expenditure by Asset Class 








Infrastructure - Total 


9 146 

9 146 

4 418 

16 291 

4 318 

2 229 

Infrastructure: Road transport - 


3 610 

3 610 

3 349 090 

11291 

400 

2 958 

604 

2 229 

264 

Roads, pavements & bridges 


3 610 

3 610 

3 349 090 

11291 

2 958 

2 229 

Stormwater 








Infrastructure: Electricity - Total 








Generation 








Transmission and Reticulation 


5 436 

5 436 

1069 

5 000 

1 360 


Other 


100 

100 













Community - Total 








Parks and gardens 








Sports fields and stadia 








Swimming pools 








Community halls 


5 163 

5 163 

8 159 693 

4 800 

8 099 396 

189 890 

Libraries 








Recreational facilities 








Fire, safety and emergency 








Security and policing 








Buses 









128 I P a g e 


Cemeteries 








Social rental housing 
















Investment properties - Total 








Housing development 








Other 




2 187 217 

250 











Other assets 


983 

983 





General vehicles 








Specialised vehicles 








Plant & equipment 


60 

60 





Computers - 

hardware/equipment 


234 

234 





Furniture and other office 

equipment 


371 

371 





Markets 








Civic land and buildings 








Other buildings 


176 

176 





Surplus assets - (investment of 

Inventory) 








Other 


142 

142 

411 132 

350 000 



Intangibles 








Computers - software & 

programming 
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Total Expenditure on New Assets 


15 292 

15 292 

15 176 

21 692 

12 418 

2 419 










Annexure N: Capital Programme by Project 2011/12 


Capital Programme by Project 2011/12 





R' 000 




Capital Project 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance 

(Act - Adj) 

% 

Variance 

(Act - Ob) 

% 

Lower Makhuzeni creche 

Nil 

37 500 

119 743 

319 

0 

Nkangala community hall & creche 

2 250 000 

1 273 158 

824 720 

65 

37 

NkangalaGlen/Umkomaas river causeway 

382 

000 

RNil 

RNil 

0 

0 

Manguza hall 


700 

588 

84 

0 

Stepmore road phase 1 

RNil 

702 

480 

69 

0 

Sdwedwe road 

RNil 


46 

0 

0 

Mgodi community hall 

125 

000 

278 

322 

324 612 

117 

260 

Swampu compensation road 

450 000 

247 271 

459 752 

186 

102 
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Brington creche 

24 000 

247 271 

498 

202 

2078 

Maksem creche 

382 000 

657 895 

RNil 

0 

0 

Taxi rank 

RNil 

535 834 

411 132 

77 

0 

Fikesuthi creche 

21090 

RNil 

24 

480 

0 

116 

Novuka Mlaba creche 

RNil 

539 651 

606 

393 

112 

0 

Similobha creche 

750 000 

952 736 

980 

103 

131 

Come & See creche 

RNil 

712 500 

758 861 

107 

0 

Ntokozweni gravel road 

350 000 

RNil 

RNil 

0 

0 

Mlaba creche 

24 000 

712 500 

1 138 087 

160 

4742 

Vezokuhle creche 

RNil 

RNil 

21262 

0 

0 

KwaKhetha road 

1 230 000 

500 000 

197 683 

40 

16 

Nhlabamkhosi community hall 

208 273 

1593 457 

1381 

390 

87 

663 

Nhlabamkhosi road 

RNil 

RNil 

132 

562 

0 

0 

Gomane community hall 

1378 

452 

117 354 

RNil 

0 

0 

Bus stop road 

1 162 840 

50 961 

RNil 

0 

0 

Maromeni road 

35 000 

48 713 

RNil 

0 

0 

Mahlutshini electrification 

1 491 689 

1 491 689 

1 069 131 

72 

72 

Compensation, Nzinga, eKukhanyeni electrification 

RNil 

3 944 311 

RNil 

0 

0 
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Mill project 

RNil 

6 136 342 

2 187 217 

36 

0 

Small Town Development 

RNil 

6 300 000 

2 031 950 

32 

0 


Annexure 0: Capital Programme by Project by Ward 2011/12 


Capital Programme by Project by Ward 2011/12 

Capital Project 

Ward (s) Affected 

Works 

Completed 

(Yes/No) 

Lower Makhuzeni creche 

1 

Y 

Nkangala community creche 

1 

N 

Nkangala Glen/Umkomaas river causeway 

1 

N 

Manguza hall 

1 

N 

Stepmore road phase 1 

1 

N 

Mgodi community hall 


2 

Y 

Swampu compensation road 

2 

Y 

Brington creche 

3 

N 

Maksem creche 

3 

Y 
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Fikesuthi creche 

3 


Taxi rank 

3 


Novuka Mlaba creche 

3 


Similobha creche 

3 


Come & See creche 

3 


Mlaba creche 

3 


KwaKhetha road 

3 


Nhlabamkhosi community hall 

4 


Gomane community hall 

4 


Bus stop road 

4 


Maromeni road 

4 


Mahlutshini electrification 

1 


Compensation, Nzinga, eKukhanyeni electrification 

2 


Mill project 

3 


Small Town Development 

3 




I 


Declaration of loans/ grants made by the municipality 2011/12 


Y 
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Annexure Q: Declaration of Returns Not Made in Due Time Under MFMA S71 


MFMA Section 71 Returns Not Made During 2011/12 According to the Reporting Requirements 

Return 

Reason Return Has Not Been properly Made on Due 



None 

N/A 
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